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EXECUTIVE SUMMARY

Mr. Jones responds to the direct testimony of the Arizona Corporation Commission’s Utilities

Division Staff, including their positions regarding rate base, operating income,

cost of capital and

rate design, focusing on the points of disagreement between Staff and Granite Mountain Water

Company, Inc. Additionally, Mr. Jones sponsors the Company’s rebuttal revenjue requirement

and updated schedules provided with this testimony as Exhibit RLJ-RB2.

The proposed revenue requirements and associated rate increases are summarized as follows:

Revenue Requirement Revenue Increase % Increase
Granite Application $181,668 $64,221 35.48%
Staff Direct $185,719 $68,399 38.30%

Granite Rebuttal $177,270 $59,950 5

1.10%
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| INTRODUCTION

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE
NUMBER.

A. My name is Ray L. Jones. My business address is 18835 North Thompson Peak
Parkway, Suite 215, Scottsdale, AZ 85255, and my business phone is (623) 341-4771.

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS MATTER?
A. I am testifying on behalf of the Applicant Granite Mountain Water Company, Inc.

(“Granite” or “Company”).

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
A. I am the owner and principal of ARICOR Water Solutions LC (“ARICOR”), a consulting

firm providing services to the water and wastewater utility industry.

Q. WHAT WAS YOUR EDUCATIONAL AND EMPLOYMENT BACKGROUND
BEFORE GOING TO WORK FOR ARICOR?

A. I began my working career with Citizens Utilities Company (“Citizens™) in 1985 as a
Staff Engineer for the Maricopa County water and wastewater division. I was employed
at Citizens for 17 years, ascending to Vice President and General Manager for the
Arizona water and wastewater operations. In 2002, American Water (“American’)
purchased the water and wastewater assets of Citizens, and I joined American as the

President of Arizona-American Company. I left American in 2004 to start ARICOR.

I received a Bachelor of Science in Civil Engineering in 1985 from the University of
Kansas, and a Master of Business Administration in 1991 from Arizona State University.
[ am a Registered Professional Engineer in Arizona and California and a Grade 3

Certified Operator in Arizona for all four water and wastewater classifications. I
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1 specialize in water resource issues, regulatory strategies, rate case filings and water and
2 wastewater utility management and operations. |
3 In addition to my consulting practice, I am the Executive Director of the" Water Utilities
4 Association of Arizona (“WUAA”). Founded in 1961, WUAA is a nontprofit association
5 representing Arizona’s private, regulated water and wastewater utilities
6 |[Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION?
7 1A In my time with Citizens and American, I prepared or assisted in the prfaparation of
8 multiple filings before the Arizona Corporation Commission (“CommisLsion”), including
9 rate applications and certificate of convenience and necessity (“CC&NT) filings. Since
10 starting ARICOR, I have prepared several filings and assisted in the pre¢paration of
11 several more filings before the Commission, including rate applications and CC&N
12 filings. I have also provided testimony in all of these cases before the Commission. A
13 summary of my regulatory work experience is included in my resume zﬁtaohed hereto as
14 Exhibit RLJ-RBI. |

15 I PURPOSE OF TESTIMONY

16 [[Q. HAVE YOU REVIEWED THE DIRECT TESTIMONY FILED BY STAFF IN
17 THIS CASE?

18 |A. Yes, I have reviewed the testimony of Teresa B. Hunsaker and Dorothy Hains.

19 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY&?

20 A I will respond to the direct testimony of Staff, including their positions regarding rate
21 base, operating income, cost of capital and rate design, focusing on the¢ points of
22 disagreement between Staff and the Company. Additionally, I will sppnsor the
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I

Company’s rebuttal revenue requirement and updated schedules provided with this

testimony as Exhibit RLJ-RB2.

PRELIMINARY STATEMENTS AND GENERAL RESPONSE TO STAFF

TESTIMONY AND POSITIONS

HOW ARE THE COMPANY’S POSITIONS AND TESTIMONY IN THIS CASE
INTERRELATED WITH THE POSITIONS AND TESTIMONY PRESENTED IN
THE RATE APPLICATION OF THE COMPANY'’S AFFILIATE, CHINO
MEADOWS II WATER COMPANY (“CHINO”)?

Granite and Chino are sister companies operated from a common office using common
staff. In addition, a third much smaller company, Antelope Lakes Water Company
(“Antelope™) is affiliated with Granite and Chino and operated from the common office
using common staff as well. As discussed by Staff witness Hunsaker, the position taken
in one case can impact the position in the other case, particularly with respect to allocated
common costs. For this reason the positions taken in both cases, in addition to being
evaluated independently, must be evaluated as a whole and in consideration of the overall

impact to the combined operations of Granite and Chino.

WHAT IS THE COMPANY’S INTITAL REATION TO STAFF’S TESTIMONY?
The Company thanks Staff for what is clearly a thorough evaluation of both Granite and
Chino. Staff has done an excellent job of dealing with the complexity of the interrelation
between the operations of Granite and Chino and presented positions in the cases that are
mathematically consistent and complete across both of the rate filings. Staff’s positions
and proposed adjustments are presented in a detailed and understandable manner.
Although the Company does not fully agree with all aspects of the various adjustments

proposed by Staff, the Company believes the positions presented by Staff are in large part
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1 reasonable. Therefore, the Company will accept most of Staff’s propoged adjustments in
2 an effort to limit issues and demonstrate the Company’s commitment to improving its
3 operations and meeting Staff’s expectations concerning record keeping and cost
4 accounting.
5 Q. WHAT ARE THE SIGNIFICANT OVERALL ISSUES THAT THE COMPANY
6 WOULD LIKE TO ADDRESS? |
7 1A. The Company’s most significant overall concern is with Staff’s propo*‘;ed allocation of
8 common costs between Chino, Granite, and Antelope. The Company has historically
9 used customer counts as a basis of allocation. Staff is proposing to m¢ve to a more
10 complex 4-factor common cost allocation method that shifts costs and revenue away from
11 Chino, the largest and most significant of the three affiliates. Staff’s proposal
12 significantly shifts costs and revenue to Granite and to a lesser degree to Antelope.
13 Both Granite and Antelope are new, small companies with, relative tg Chino, fewer
14 customers, higher levels of plant investment and, in the case of Granife, higher rates.
15 Shifting costs to Granite—a company with fewer customers and significantly higher rates
16 than Chino—will create revenue instability both for Granite and the water companies as a
17 whole. Additionally, Granite is facing a significantly higher percent%ge increase in these
18 interrelated cases. Accordingly, it is very likely that Granite will under-collect its
19 authorized revenue by a significant magnitude. If the authorized revénue for Granite
20 cannot be collected, common expenses may not be covered, which v&qould harm the
21 operations of both Chino and Granite.
22 It is also concerning that Staff’s proposal would move the companied contrary to industry
23 trends. The Commission and industry are exploring ways to encourage consolidation and
24 to make it easier for small water companies to be acquired by larger, better capitalized
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companies. Unfortunately, the cost shift embedded in Staff’s recommendation would
discourage consolidation or acquisition. The two companies, Chino and Granite, would
be moved farther apart in terms of rates, increasing the complexity of any future

consolidation or acquisition.

Q. HOW SIGNIFICANT IS THE CHANGE IN STAFF’S PROPOSED COST
ALLOCATION?

A. It is very significant. The Company has historically used customer counts as the basis of
most common cost allocations and currently uses customer count as the only method of
allocating common costs. The resulting current common cost allocation is 88% to Chino
and 12% to Granite. In contrast Staff’s proposed allocation is only 70.12% to Chino with
26.93% going to Granite and 2.95% going to Antelope. This change in allocation shifts a
very significant $49,006 in common costs away from Chino, where they are far more
likely to be collected, to Granite and Antelope where they are almost certain to be under-
collected and in the case of Antelope, not collected at all. The cost shift ($40,921 to
Granite) is so severe that the increase recommend by Staff for Granite is actually larger
than what the Company originally requested, even though Staff has disallowed
substantial costs and rate base proposed by Granite. In contrast, Staff recommends no

increase at all for Chino.

The Company will present a more balanced, simplified approach to cost allocation that
moves incrementally toward Staff’s allocation while preserving Granite’s ability to
recover plant investment and providing both Chino and Granite reasonable opportunities

to recover the common costs related to the operation of both companies.
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Further, the Company’s cost allocation proposal allows the Company to avoid significant
and damaging regulatory lag (discussed below), while still raising rates dess than
proposed by Staff ’

|

Q. ARE THERE OTHER AREAS OF DISAGREEMENT WITH STAFF THAT YOU
WILL ADDRESS IN YOUR REBUTTAL TESTIMONY?

A. There are two significant rate base disagreements. The most significant|is related to the
inclusion of post-test year plant in rate base. The Company has committed significant
funds to construct a tank to benefit existing customers as ordered by the Commission.
Although not yet complete, the CWIP balance is substantial and recovery of the cost is
appropriate. The second concerns Staff’s recommendation to disallow portions of its
plant due to records being destroyed when the Company’s offices were|destroyed by fire.
The loss of plant records was beyond the Company’s control, so all doqumented plant
costs should be allowed in its rate base. The only significant issue regarding expenses,
other than the cost allocation issue previously discussed, is a partial disfagreement with

the disallowance of a portion of Mr. Levie’s salary. The remaining differences are

largely the fall-out impacts from the above discussed disputes. |

v REBUTTAL REVENUE REQUIREMENT

Q. WHAT IS GRANITE’S REBUTTAL REVENUE REQUIREMENT?

A. Granite’s rebuttal revenue requirement is shown on Schedule RLJ-1 R%:buttal. Granite is
now requesting a revenue increase of $59,950, an increase of 51.10% #ver adjusted test
year revenues of $117,370. The reduction in revenue requirement, as compared to the
Company’s original filing, is attributable to the Company adopting, either in whole or in

part, a number of rate base and expense adjustments recommended by| Staff.
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Q. COULD YOU SUMMARIZE GRANITE’S AND STAFF’S REVENUE

REQUIREMENT POSITIONS?
A. Yes. The proposed revenue requirements and associated rate increases are summarized
as follows:
Revenue Requirement Revenue Increase % Increase
Granite Application $181,668 $64,221 55.48%
Staff Direct $185,719 $68,399 58.30%
Granite Rebuttal $177,270 $59,950 51.10%

A% COMPANY’S REBUTTAL ADJUSTMENTS

A RATE BASE ADJUSTMENTS

Q. HAS THE COMPANY UPDATED ITS RATE BASE POSITION?
A. Yes. As discussed below and presented in Schedule RLJ-2, the Company has updated is

position on rate base.

Accepted Rate Base Adjustments

Q. WHICH RATE BASE ADJUSTMENTS PROPOSED BY STAFF HAS THE
COMPANY ACCEPTED?
A. The Company accepts Staff Adjustments No. 2 and No. 4 and rejects the remaining Staff

Adjustments.

Staff Rate Base ADJ No. 1 — Post-Test Year Plant

Q. WHAT ARE THE DIFFERENCES BETWEEN STAFF AND THE COMPANY
REGARDING POST-TEST YEAR PLANT?
A. Based on the Company’s rebuttal position there are five differences summarized as

follows:
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|
Staff has allocated $1,196 for a well meter installed at Well No. # to Plant
Account 334, Meters and Meter Installations. The NARUC definition of Account
334, Meters and Meter Installations specifically excludes “meters for recording
the output of a supply or treatment plant.” The Company has in¢luded the well
meter cost in Plant Account 311, Pumping Equipment which spgcifically includes

“measuring devices.” |
\

Staff’s adjustment contains a mathematical error that omits $40#5 0 from the

Plant Account 311 total.

The Company and Staff disagree on the value of the easement, structures and well

purchased for Well No. 6. The total difference in positions is $37,800.

l
The most significant difference is related to the cost for Tank No. 3, a 50,000
gallon storage tank, currently under construction. The Compan(y proposes to
include $99,830 in cost for Tank No. 3. Staff does not include the cost of the tank

in post-test year plant.

Lastly, the Company has included the cost of replacing the purﬁlp at Well No. 4 in
the amount of $9,449 in post-test year plant. This replacement|was completed in
August of 2014. The Company has also included a companion adjustment for
post-test year retirement of the replaced pump in the amount of $4,680".

Documentation of the cost for this item is provided in Exhibit RLJ-RB3.

Q. WHAT AMOUNT DOES THE COMPANY SUPPORT FOR THE EASEMENT

STRUCTURES AND WELL PURCHASED FOR WELL NO. 6?

! $4,680 reduction to plant in service and $4,680 reduction to accumulated depreciation.
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A. The Company proposes a cost of $75,000, which is the actual cost paid for the easement.
The amount is $5,000 less than the value established by an independent appraisal
conducted by Huck Appraisal Office (“Appraisal”). A copy of the Executive Summary
from the Appraisal is attached as Exhibit RLJ-RB4.

Q. HOW DID THE APPRAISAL BREAK DOWN THE COSTS?
A. The appraisal values the easement, including the structures and improvements located
within the easement property at a value of $80,000 as of May 29, 2014, the day the

easement was recorded in the Yavapai County Recorder’s office.

The breakdown of the valuation is as follows:

Land Value $46,000
Structures 34,705
Well 16,000
Depreciation (16.344)

Indicated Value $80,361

Rounded To: $80,000
Q. HOW DID THE COMPANY ALLOCATE THE $75,000 IN COSTS TO PLANT

ACCOUNTS?

A. The Company Allocated the Costs as follows:

Account 303 — Land and Land Rights $46,000
Account 304 — Structures and Improvements 13,0007
Account 307 — Wells and Springs 16,000
Total Cost $75,000

Q. WHAT IS THE STATUS OF CONSTRUCTION OF TANK NO. 3?
A. The tank is under construction and the Company estimates that it is currently 80%
complete. The Company expects the tank to be completed and in service in the next

couple of months. To date the Company has expended $81,080 on construction of the

% $34,705 structure value, less $16,344 depreciation, less$361 rounding, less $5,000 paid below appraisal.
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tank with an additional $18,750 committed to complete the tank. The Company has

included $99,830 in post-test year plant for this tank. Documentation of the $81,080 in

CWIP is attached as Exhibit RLJ-RBS.

WHY IS THE COMPANY REQUESTING RECOVERY FOR A
NOT YET COMPLETE?

TANK THAT IS

The Company has expended substantial sums to build the tank and expects to expend a

significant additional sum to complete the tank. A small Class E water utility like

Granite will experience significant regulatory lag if the investment is npt included in

rates. For a large Class A water utility with a far larger rate base, the r
recover the cost of one water tank would be relatively immaterial. As

impact of the associated regulatory lag on a small Class E water utility

?gulatory lag to
| will discuss, the

like Granite will

destroy any chance the Company has to earn a fair return on its investtnent. The tank will

be complete and serving customers during the period rates in this case

should be included in the Company’s rate base.

are in effect; it

HAS THE COMPANY BEEN PREVIOUSLY BEEN HARMED BY A SIMILAR

SITUATION CONCERNING CONSTRUCTION OF A DIFFER

NT TANK?

Yes. The Company placed Tank No. 2 in service in September of 2010. This was the

same month that its current rates were effective based on Decision Nol. 71869 issued on

August 31, 2010. The tank was completed at a cost of $100,005 and is to this day not

reflected in the Company’s revenue requirement. Through June 30 of

this year, the

Company has failed to recover $15,460 of depreciation expense and abproximately

$43,000 in return on its investment, for a total shortfall of over $58,000. At this point,

due to regulatory lag, the best return on this investment that the Company could earn is
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about 4.5%, assuming an underlying 10% return on a going-forward basis. The Company

simply cannot afford to endure this type of financial hardship a second time.

Staff Rate Base ADJ No. 3 — Unsupported Plant

Q. WHY DOES THE COMPANY OPPOSE STAFF RATE BASE ADJUSTMENT
NO. 3.

A. Staff Adjustment No. 3 would remove 10% of the cost of $96,432 of plant in service
from rate base by increasing the Company’s CIAC balance by $9,643. This reduction to
rate base is reduced by intervening amortization of the CIAC balance. The Company has
supported this plant through accounting records and there is no dispute that the amount
represents plant in service. The Company cannot provide detailed invoices for the plant
because all of the Company’s records were destroyed when the Company’s offices were
destroyed by fire. Despite the Company’s best efforts, the Company was only able to
obtain duplicate support for some of its plant. Unfortunately, the Company was unable to
obtain source documentation for this portion of the destroyed records because vendors
were out of business or had purged their records. The fire was an event not within the

Company’s control and it has made all reasonable efforts to reconstruct its plant records.

The fire was damaging enough to the Company. Further damaging the Company

financially by disallowing rate base would be punitive and should be rejected.

Staff Rate Base ADJ No. 5 — Accumulated Depreciation

Q. WHY DOES THE COMPANY DISAGREE WITH STAFF’S RATE BASE
ADJUSTMENT NO. 5?
A. The company has updated its Accumulated Depreciation Adjustment to adopt Staff’s

methodology in reconstructing the Company’s accumulated depreciation balance. The
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\
difference is entirely attributable to the post-test year retirement associat#d with the post-

test year replacement of Well No. 4 pump.

Staff Rate Base ADJ No. 6 — Working Capital

WHY DO THE COMPANY AND STAFF DISAGREE ON THE WORKING
|
1

The difference is minor and due entirely to differences in adjusted test y*‘ear expenses

CAPITAL ALLOWANCE?

discussed in the following section of testimony. The Company has updated it working

capital allowance to reflect its rebuttal position.

Summary of Rate Base Differences

WHAT ARE THE COMPANY’S AND STAFF’S CURRENT RATE BASE

\
POSITIONS? \
|
Staff is recommending a rate base of $431,139 and the Company is recommending a rate

base of $583,926, a difference of $152,787.

B INCOME STATEMENT ADJUSTMENTS

HAS THE COMPANY UPDATED ITS INCOME STATEMENT ROSITION?
Yes. As discussed below and presented in Schedule RLJ-3, the Compa#y has updated is

position on income statement items. We accept most adjustments but dﬁppose others.

Accepted Income Statement Adjustments

WHICH INCOME STATEMENT ADJUSTMENTS PROPOSED BY STAFF HAS

THE COMPANY ACCEPTED? |

The Company accepts Staff Adjustments No. 1, No. 2, No. 3, No. 4, N{o 5, No. 6, and

No. 7. “

|
J
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Staff Operating Income Adjustment No. 8 - Allocations

Q. WHAT ASPECTS OF STAFF INCOME STATEMENT ADJUSTMENT NO. 8
DOES THE COMPANY OBJECT TO?

A. Staff Rate Base Adjustment No. 8 is a complex adjustment with multiple parts. The
Company appreciates the work Staff put into the adjustment and contests only two very
specific aspects of the adjustment. The Company disagrees with the full amount of
Staff’s disallowance of a portion of Mr. Levie’s salary, and as previously discussed, the
Company proposes a more balanced and simplified approach to cost allocation between

Granite and Chino.

Q. WHAT ASPECT OF MR. LEVIE’S SALARY DISALLOWANCE DOES THE
COMPANY WISH TO ADDRESS?

A. The Company objects to the deduction of 33% of total monthly hours as detailed on Line
14 of Schedule TBH CM-20g. The Company believes this deduction is unnecessary
because the salary paid to Mr. Levie of $37,700 already includes a deduction for Mr.
Levie’s time away from the office. As noted by Ms. Hunsaker, Mr. Levie is only a half-
time employee of Chino and Granite. However, Mr. Levie is a half-time employee
because he spends time away from the office and managing his other businesses. To

remove costs a second time as recommended by Staff would be duplicative.

The Company proposes a total salary for Mr. Levie of $33,027. This amount is arrived at
by taking the actual salary paid to Mr. Levie of $37,700 and deducting the $4,673
deduction for duplication of effort with the Operations Manager as recommended by
Staff. The Company’s proposed pre-allocation salary of $33,027 is a very reasonable

salary for the Company President, who serves as the chief executive and legal counsel for
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both Chino and Granite, and should be adopted by the Commission. The resulting salary

allocation to Granite for Mr. Levie is $6,440.

Q. WHAT IS THE COMPANY’S POSITION ON COST ALLOCATFON?

A. As previously discussed, the Company is very concerned about the abrupt cost shift to
Granite from Chino that would result from Staff’s recommended 4-fagtor cost allocation.
Granite is a new, small company that is struggling to grow and does not produce
sufficient revenue to provide an adequate return on the relatively high/plant investment.
In contrast, Chino is an established, mature company that provides 75% of the combined
revenue of Chino and Granite. Shifting operating costs to Granite fro{n Chino through
aggressive allocation of costs will destabilize the revenue of both companies and
negatively impact the common operation’s ability to cover its common expenses and

ultimately harm the operations of both Granite and Chino.

Q. ARE THERE SPECIFIC CONCERNS WITH THE 4-FACTOR USED BY STAFF?

A. The Company’s primary concern is with the result of the proposed allocation rather than
the methodology itself. The Company does find the factors used to be unusual. I have
never seen Revenues or Sales (gallons pumped) used in a 4-factor allpcation.
Additionally, the use of net plant, rather than gross plant is, in my experience, contrary to
common practice and particularly problematic for Chino with its mature, depreciated rate
base. Use of these four atypical factors introduces needless complexity for a small

organization that needs simplicity to be successful. |

|
Q. WHAT IS THE SPECIFIC ISSUE WITH THE USE OF NET PLANT?

A. As briefly explained earlier, Chino’s authorized depreciation rates are clearly in excess of
the actual physical depreciation of its plant. This has caused Chino’g net plant balance to

be unrealistically low and not representative of the scope of the Company’s operation.

|

|
|
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Gross plant would be a much better measure of the relative scope of Chino’s operation.
However, even gross plant falls somewhat short of presenting an accurate portrayal of
Chino. This is because Chino was originally acquired by Mr. Levie through a bankruptcy
sale and, pursuant to Commisston orders, the Company’s books reflect the discounted
purchase price rather than the actual original cost of the original plant in service. Chino’s
aging plant further distorts the relationship between the two companies. Chino’s older
plant requires significant staff effort as compared to Granite’s relatively new plant. This
reality is not captured when comparing even gross plant balances. So, it would also be

inappropriate to rely too heavily on gross plant as an allocation factor, let alone net plant.

Q. ARE THERE SPECIFIC CONCERNS WITH ALLOCATION COSTS TO
ANTELOPE?

A. Yes. Antelope is a very small company with two customers and no possibility of any
near-term growth. The total revenues of Antelope in 2014 were $612.97, barely enough
to pay the power bill and property taxes. Allocation of any costs to Antelope is
premature and, put plainly, will not be collected and will harm the combined operation of

the companies.

Q. WHAT IS THE COMPANY’S PROPOSAL?

A. The Company continues to believe that customer counts represent the simplest and most
accurate way for Granite to allocate costs and that customer counts should dominate any
cost allocation model between Chino and Granite. However, the Company acknowledges
that plant balances are traditionally used in cost allocation and in an effort to move
toward Staff’s approach, proposes to include gross plant in the calculation. Specifically
the Company has used test-year customers, projected 2018 customers (five-year forward

looking), and gross plant to arrive at a cost allocation. The Company weights the
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J
1 customer counts 2.5x each for a total customer count weighting of five times, compared

2 to gross plant which is given single weighting. The result is an allocation of 80.5% to
3 Chino and 19.5% to Granite. The Company proposes to use this allocatipn on a going-
4 forward basis beginning with 2016.

|

5 Q. HAS THE COMPANY PREPARED WORKPAPERS SHOWING I-JFOW THE

6 COMPANY’S TREATMENT OF MR. LEVIE’S SALARY AND ITS PROPOSED
7 COST ALLOCATION AFFECT STAFF’S OPERATING INCOM

8 ADJUSTMENT NO. 8?

9 JA. In order to provide simplicity and clarity, the Company has recalculated Staff Operating

10 Income Adjustment No. 8 using Staff’s Excel workbook. The impacted Schedules are
11 TBH CM-20a, TBH CM-20c, TBH CM-20e, and TBH CM-20g. Copie{s of those
|
12 schedules as modified by the Company are attached as Exhibit RLJ-RB6.
13 Depreciation Expense — Company ADJ IS-7 (Staff Income StatemeLt ADJ No. 9)

14 1Q. HAS COMPANY ADJUSTMENT IS-6 BEEN UPDATED?

15 (A Yes. The Company and Staff are in agreement regarding depreciation expense

16 methodology with the difference in depreciation expense resulting from differing levels
17 of recommended post-test year plant (See Staff Rate Base ADJ No. 1),‘CIAC being

18 amortized due to the disagreement regarding Staff Rate Base ADJ NO| 3 and due to

19 formula errors in Staff Schedule TBH GM-21°.

* Beginning with Plant Account 310, the depreciation expense calculation is using the depregiation rate for the plant
account immediately above the current plant account.
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0.

WHAT ABOUT THE DIFFERENT POSITION ON DEPRECIATION RATES
FOR PLANT ACCOUNTS 311 AND 341?

As is evidenced by the Company’s near zero net plant balance for Plant Account 311, the
depreciation rate recommended by Staff and authorized by the Commission for Granite
for this account is obviously excessive and in excess of the actual physical depreciation
of the Company’s pumping equipment. Since the Company has a very small net plant in
this account and therefore little depreciation expense regardless of the depreciation rate
used, in an effort to limit issues, the Company will drop its request to change the

depreciation rates for both Plant Account 311 and Plant Account 341.

Property Tax — Company ADJ IS-8 — (Staff Income Statement ADJ No. 10)

HAS COMPANY ADJUSTMENT IS-8 BEEN UPDATED?

Yes. The Company and Staff are in near complete agreement regarding the methodology
for calculating property tax expense. In recognition of the Company’s post-test-year
plant position, the Company has used zero for the CWIP balance in the property tax
calculation. This is the only difference in methodology and is responsible for the small
difference in Adjusted Test Year Property Tax Expense. Property Tax Expense is
included in the Gross Revenue Conversion Factor. Since the Company and Staff disagree
on their revenue recommendations the recommend property taxes at proposed rates are

different.

Income Taxes ADJ IS-9 — (Staff Income Statement ADJ No.11)

HAS COMPANY ADJUSTMENT IS-9 BEEN UPDATED?
Yes. The parties’ test-year income-tax-expense calculations disagree due to differing
positions on test-year expenses. In addition, the Company uses personal tax rates in

accordance with the Commission’s policy pertaining to an income tax allowance for S-
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VI

Corps. Staff has instead utilized corporate income tax rates. Income Ta)f Expense is also
included in the Gross Revenue Conversion Factor. Since the Company 4nd Staff disagree
on their revenue and expense recommendations the recommiend income taxes at proposed

rates are different.

RATE DESIGN

HAS THE COMPANY PREPARED A RATE DESIGN TO SUPPORT ITS
REQUESTED INCREASE? |
Yes. The Company’s proposed rate design is presented on Schedule RILJ-4. The rate
design keeps the current split of revenue from the base charge and the commodity
charges essentially unchanged. The percentage collected from the third|tier is reduced
from 18.3% to 16.1%, moving incrementally toward industry recommendations and to
address revenue stability concerns related to the large increase. Althou%h the Company
expects that it will not be able to fully collect its authorized revenue du# to declining
sales, this rate design will promote revenue stability while encouraginglconservation.
The Company has adopted the break-over points recommend by Staff for all meter sizes.

Lastly, to avoid unnecessary complexity, the Company has not proposgd separate rates

for small commercial meters.

DO YOU HAVE ANY CONECERNS WITH STAFF’S PROPOSElD RATE
\

|
Yes I do. Since Staff will be updating their revenue requirement and rfates in response to

DESIGN?

this rebuttal testimony, I will only briefly address my concerns at this time. The primary
concern with Staff’s rate design is that it will promote revenue instability and impair the
Company’s ability to collect its authorized revenue. Staff’s rate design decreases the

percentage of revenue collected from the base charge from 46.8% to 41 .0%. This
\
1
|




10
11

12
13
14
15
16

17
18
19

20
21
22
23
24
25

Granite Mountain Water Company, Inc.
Docket No. W-02467A-14-0230
Rebuttal Testimony of Ray L. Jones
Page 19 of 28

VII

revenue is shifted to both the second and third tier rates with the third tier percentage of
revenue collected increasing from 18.3% to 20.8%. This shift of revenue from base
charges to third tier revenue will undoubtedly exacerbate expected declining sales and

cause the Company to collect less than its authorized revenue.

ARE THE COMPANY AND STAFF IN AGREEMENT WITH RESPECT TO
SERVICE CHARGES?

The Company has adopted Staff’s proposed Service Charges where there was previously
a difference in position. However, the Company currently has and is recommending a
Meter Re-Read (If Correct) charge of $15.00 that Staff appears to have omitted from its
recommendation. The Company and Staff are in agreement on recommended Service

and Meter Installation Charges.

ASSESSMENT OF PENALTIES — FREE AND DISCOUNTED WATER

WHAT DID THE COMMISSION ORDER THE COMPANY TO DO IN
DECISION NO. 71869 WITH RESPECT TO FREE AND DISCOUNTED
WATER?

The Commission stated:

IT IS FURTHER ORDERED that Granite Mountain Water Company, Inc. shall
immediately cease providing water without charge and shall immediately cease
providing water at a discounted rate.

DID THE COMPANY COMPLY WITH THE COMMISSION’S ORDER?

Yes, the Company did comply with the Commission’s Order. As discussed in Decision
No. 71869, the Company was providing free (unbilled) water and discounted water to Mr.
Daniel Levie for certain properties pursuant to the terms of an easement agreement.

Additionally, the Company was not reading and billing an additional seven meters on its

system. Subsequent to the issuance of Decision No. 71869, the Company began billing,
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at tariffed rates, Mr. Daniel Levies’ two accounts and all seven of the unbilled accounts.

The Company no longer provides water without charge or at a discounted rate and has

Q. SHOULD THE COMPANY BE PENALIZED AS RECOMMEND]#D BY STAFF?

complied with Decision No. 71869.

A. No. The Company is in compliance with Decision No. 71869 and should not be

penalized.

Q. OKAY MR. JONES, BUT WHAT ABOUT OTHER CONCERNS RAISED BY

STAFF IN THEIR TESTIMONY? |
A. They are valid concerns that the Company takes seriously. The Compaby has acted to
correct the collection problem with the four accounts identified by Staff. All four of the

accounts are up to date with only the current balance being due at any given time.

The Company’s failure to collect amounts charged and due was, at its dore, a process
problem that is different from the issue discussed in Decision No. 71869. Staff has

alleged that the Company “failed to properly collect” amounts due from a total of four

accounts. But Staff fails to recognize that it was the Company that idelhtiﬁed this
problem and took the necessary action to correct it. Staff does not dispute that the
amounts were charged, included in the company’s revenue and carried|as accounts

receivable balances. Further, Staff does not dispute, with the possible gxception of

$5,064.42, that the amounts charged for the four accounts in question ‘fvere ultimately
collected. |
|
Q. WHAT WAS THE UNDERLYING PROCESS PROBLEM YOU ]MENTION?
A. The problem is explained by Company employee Christine Nelson in the Company’s

response to Staff Data Request TBH 2.9 attached to Ms. Hunsaker’s Direct Testimony.
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Q.
A.

During the test year the Company was not following procedure for shut offs for
Granite Mountain Water Company. When new employee (Christine Nelson) was
hired and was being trained by Pam Harbeson, she was told by the former
employee not to perform shut-offs in Granite Mountain, but she was not given an
explanation as to why. After a few months the new employee questioned this
procedure and began to look through the accounts and noticed multiple past due
bills. The matter was brought to the attention of the Operations Manager at which
time she was notified that that proper procedure was not being followed and that
notification and shut-offs should be done every month. At that time, the Company
sent out late notices to all delinquent accounts and began collecting monies that
were due.

HAS THIS PROCESS PROBLEM BEEN CORRECTED?
Yes it has. Ms. Nelson provided additional insight into the situation in the Company’s

response to Staff Data Request TBH 3.12.

Having reviewed the records and spoken with Management, it appears that no
accounts were shut off for non-payment for the test year or prior years. As noted
in the Company’s response to TBH 3.11, until Christine Nelson brought this to
the attention of the Operations Manager in December 2013, delinquent notices
and shut-offs had never been performed in the Granite Mountain system.
Management advises that this was likely due to generally good payment history
within the Granite Mountain system and general lack of past due balances. Due
to the higher income level in this area, the Company believes that shut off’s will
be quite rare, and even in 2014 when the proper procedures have been
followed, we do not show any customers that were shut off due to non-payment.
[Emphasis added]

CAN YOU ADDRESS THE $5,064.42 THAT STAFF NOTES WAS IMPROPERLY
CREDITED TO MR. DANNY LEVIE’S ACCOUNT?

Staff is referring to two separate transactions that I will address separately. First, the
Company issued a $1,564.42 credit to Mr. Daniel Levie as an adjustment for high usage
due to a leak and to reduce late fees. I will note that this sort of courtesy adjustment is
not unusual in the water industry. However, in this case, given the father/son relationship
involved, the Company, in retrospect, will concede that it would have been a better

business practice to not have made the adjustment.
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The $3,500 credit is related to work performed by Mr. Daniel Levie during the
construction of Well No.6. As noted by Ms. Hunsaker, the Company|agreed to pay Mr.
Daniel Levie $3,500 to install two large culverts under the Well No. ¢ driveway. The
Company first issued a check to Mr. Daniel Levie and then voided the check and applied
a $3,500 credit to Mr. Daniel Levie’s delinquent account rather than making the payment.
In the end, rather than pay Mr. Daniel Levie for the work he successfully performed, the
Company choose to apply the payment against his delinquent water account. This action
was taken in good faith to reduce Mr. Daniel Levie’s delinquency using funds owed to
Mr. Daniel Levie.
Q. WHAT IS THE APPROPRIATE COMMISSON ACTION NEEEDED TO
ADDRESS STAFF’S CONCERNS?
A. Staff has recommended that the Company develop a Code of Affiliate Conduct that
would include addressing the timely collection water billings from affiliates. As
discussed below, the Company does not oppose development of a Cade of Affiliate
Conduct as recommended by Staff and believes the Code of Conduct will adequately
insure that the Company continue its current practice of collecting all amounts due from

affiliates in a timely manner.

Staff is already penalizing the Company for its actions though the disallowance of $3,500
in rate base associated with the cost of work performed by Mr. Daniel Levie and
ultimately credited against his water billing. The Company has agreed to Staff’s
exclusion of this amount from the post-test year plant balance for Well No. 6 and will
remove the balance from its plant in service balance. This penalty, in conjunction with
the Code of Affiliate Conduct, is sufficient to ensure the Company’ continued collecting
of all amounts due from affiliates in a timely manner. There is no need for any additional

penalties.
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VIII OTHER ISSUES

Code of Conduct

Q. WHAT IS THE COMPANY’S POSITION REGARDING THE DEVELOPMENT
OF A CODE OF AFFILIATE CONDUCT (STAFF RECOMMENDATION NO. 8)?

A. The Company is committed to improving its record keeping and cost accounting to
address the issues raised by Staff in this case and to separate the costs related to
unregulated affiliates from the cost related to Granite and the regulated affiliates. The
Company does not oppose development of a Code of Affiliate Conduct as recommended
by Staff. The Company notes, however, that while a Code of Affiliate Conduct would
govern relationships and transactions between the regulated and nonregulated affiliates, it
would only be adopted by the regulated affiliates and applicable to the transactions

recorded by the regulated affiliates that are under Commission jurisdiction.

4-Factor Allocation and Use of Detailed Time Sheets

Q. WHAT IS THE COMPANY’S POSITION REGARDING USE OF STAFF’S 4-
FACTOR ALLOCATION METHOD AND DETAILED TIME SHEETS? (STAFF
RECOMMENDATION NO. 5)?

A. For the reasons discussed in this testimony, the Company opposes the use of Staff’s 4-
factor allocation model and instead proposes to allocate common costs 80.5% to Chino
and 19.5% to Granite on a going-forward basis beginning with 2016. In regard to the use
of detailed time cards, the Company does not support this as a separate recommendation.

The Company believes the use of time cards can and should be incorporated into the

Code of Affiliate Conduct.
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Report of Corporate Cost Allocations

Q. WHAT IS THE COMPANY’S POSITION REGARDING THE ANNUAL FILING
OF A REPORT OF CORPORATE COST ALLOCATIONS (STAFF
RECOMMENDATION NO. 4)?

A. This recommendation is unnecessary and burdensome, particularly on a Class E utility.
The Company intends, to the extent possible, to update its practices tq eliminate cost
allocations between its regulated and unregulated affiliates. The Company proposes to
document these changes in the Code of Affiliate Conduct. Additionally, the current Staff
recommendation is not detailed enough to allow the Company to determine what

specifically would be reported.

Affiliate Receivables and Pavables

Q. WHAT IS YOUR UNDERSTANDING OF STAFF’S RECOMMENDATIONS
REGARDING AFFILIATE RECEIVEABLES AND PAYABLES (STAFF
RECOMMENDATION No. 3)?

A. My understanding is that the recommendation contains a number of separate
recommendations that are not all stated in the numbered recommendation. My

understanding of the full recommendation is can be summarized as follows:

1. The Company should collect all receivables from affiliates within one year from

the Decision in this case.

2. The Company should cease making any further personal loans or advances with

Company funds.

3. The Company should pay all payables to affiliates within 24 months of the

Decision in this case.
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4. The Company should obtain specific authorization by the Commission for

indebtedness payable, including amounts appearing in affiliate payable accounts.

Q. WHAT IS THE COMPANY’S POSITION ON THE RECOMMENDATIONS?

A. The Company accepts parts 1 and 2 of the recommendation with the understanding the
part 2 applies only to affiliates. For example, the Company does occasionally advance
funds to unaffiliated employees with the funds being recovered from future pay checks.
The Company believes this practice is consistent with industry practices and that it

should be able to continue the practice.

The Company is concerned with parts 3 and 4 of the recommendation concerning
transactions between the regulated affiliates and cannot support the recommendations.

The Company does support the recommendation with respect to unregulated affiliates.

Q. WHAT ARE YOUR CONCERNS WITH PARTS 3 AND 4 OF THE
RECOMMENDATION?

A. As discussed in this testimony, the regulated affiliates are operated using common
facilities and common staff and they are at different stages in their life cycles, with Chino
being established and Granite and Antelope being relatively new companies dealing with
high plant costs. The Company believes that the ability to use excess funds from one of
the regulated affiliates to support the cash needs of another regulated affiliate is in the
public interest, and the practice is consistent with the industry and Commission efforts to
explore consolidation of smaller companies. Moreover, tracking these funds through the
use of intercompany receivable/payable accounts is a convenient and efficient method to
record the transactions that provides complete transparency to the Commission. As long
as there is no interest charged and no expectation that the funds be repaid, as is the case

here, there is no debt that requires approval by the Commission.
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If Staff’s recommendation is adopted, Granite and the other regulated companies would

be forced to adopt burdensome, formalized policies and potentially obtai*n approvals prior

to transferring funds. In all likelihood, the only solution to meeting the tilities’ cash

needs would be for the providing company to go through required corporate formalities

and issue a potentially taxable distribution to Mr. Levie*. Mr. Levie would in-turn

provide the after-tax portion of the dividend to the receiving company tq be recorded as

additional paid in capital. In the end, the companies would be in the same position—Iess

any income tax effects— but efficiency and transparency would be lost.

The Company

requests that the Commission allow the Company to continue its currenf practice of

tracking the transfer of funds from one regulated affiliate to another regulated affiliate

through the use of intercompany receivable/payable accounts. If and to
practice requires Commission approval, the Company asks the Commis

required approval in this case or in the alternative waive the applicable 1

the extent this
sion to issue the

fequirement

necessitating the approval.

Interim Manager

Q. WHAT IS THE COMPANY’S POSITION REGARDING STAFF’S REQUEST

FOR AUTHORITY TO APPOINT AN INTERIM MANAGER IF THE

COMPANY VIOLATES THE CODE OF AFFILIATE CONDUCT?

A. As I understand it, Staff asks for authority, without further action by the Commission, to

appoint an interim manager if the Company violates the adopted Code

nf Affiliate

Conduct. I am not an attorney, but I am told that this authority would vyiolate Granite’s

due-process rights guaranteed by the United States Constitution. I am told further that

the 14th Amendment of the United States Constitution requires that a party receive notice

* Note: Paul and Rae Levie jointly own all of the stock of Granite.
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and a fair hearing before being deprived of personal or property rights, where the hearing
includes at least notice of the hearing, a hearing with the right to produce witnesses and
examine adverse witnesses, and to have a full consideration and determination according
to evidence before the body with whom the hearing is held. If Staff continues to make

this recommendation, the Company will address the legal issue in its brief.

To my knowledge, the Commission has heretofore justified appointment of an interim
manager only in extraordinary circumstances, where public health and safety is
jeopardized. And in every case, the appointment followed a public hearing where the
affected utility had notice, an opportunity to appear and present evidence, and the
Commission issued an order containing findings of fact and conclusion of law. Staff asks
to bypass these due-process safeguards by delegating to itself the ability to appoint an
interim manager if it determined in its sole discretion that Granite had violated the
Affiliate Code of Conduct. Yet, it is difficult to understand the relationship of any

provision suggested by Staff to public health and safety.

Further, Staff’s request is not supported by the evidence in this case. The Company has
been transparent and open in its dealings with Commission. There is no evidence of any
willful violation of Commission rules or accounting standards. The Company has
cooperated in accepting Staff’s recommendations and otherwise correcting any

accounting irregularities.

Finally, Staff’s request would set dangerous precedent. In my experience, small water
companies do not have and cannot afford the staffing or expertise necessary to
understand and comply with every nuance of utility accounting and the Commission’s
rate-making requirements. Mistakes are made, and they happen even at the large water

companies that have extensive staff dedicated to accounting and regulatory compliance.
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A continuing threat of confiscation of a small water company from its owner does not
serve the public interest and would only make the difficult business of operating a small

water company even more difficult.

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?
A. Yes.
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18835 North Thompson Pe
Sc

ARICOR

Water Solutions
Ray L. Jones P.E.

Principal
EXPERTISE

Mr. Jones founded ARICOR Water Solutions in 2004, Through ARICOR Water Solutions
range of engineering and financial analysis services to the private and public sectors. Projec
regulatory strategies and preparing rate cases, including preparation of rate studies, cost of]
schedules and testimony for filings before the Arizona Corporation Commission. Services
on water and wastewater utility formation, management and operations, and valuation,
analysis, water resources strategy development and water rights valuation. ARICOR Water
wastewater and water resource master planning, water and wastewater facilities design, 4
including value engineering, program management and construction oversight. Lastly, A

k Parkway, Suite 215

ojtsdale, Arizona 85255

Mr. Jones offers a wide
s include development of
service studies, financial
also include consultation
including due diligence
Solutions provides water,

ind owner representation;
LRICOR Water Solutions
support.

supports water solutions with contract operations and expert witness testimony and litigation
EMPLOYMENT HISTORY
2002 to 2004 Arizona-American Water Company
President
Responsible for leadership of the Arizona business activities of
Company. Key responsibilities include developing and e

rizona-American Water

luation new business

opportunities, developing strategic plans, establishing effective government and

community relations, insuring compliance with all regulat
providing management and guidance to key operations and suppo|
1998 to 2002 Citizens Water Resources, Arizona Operations
Vice President and General Manager
Responsible for leadership of the Arizona regulated and unregula
Citizens Water Resources. Key responsibilities included develoj
business opportunities, developing strategic plans, establishing e
community relations, insuring compliance with all regul
providing management and guidance to key operations and supp

1990 to 1998 Citizens Water Resources, Arizona Operations ‘
Engineering and Development Services Manager
Responsible for management of a diverse group of business

Responsibilities include: marketing of operation and maintena

T

ory requirements, and
It personnel.

ted business activities of
ping and evaluation new
ffective government and
atory requirements, and
Lqrt personnel.

owth related activities.
e services (unregulated

business growth), management of new development activity (regulated business growth),
management of engineering functions (infrastructure planning and construction),
management of water resources planning and compliance, management of growth-related
regulatory functions (CC&N’s and Franchises), and managemgnt of capital budgeting

functions and capital accounting functions. )
Citizens Water Resources, Arizona Operations

Civil Engineer ‘
Responsible for the planning, coordination and supervision

1985 to 1990

f

capital expansion and

major maintenance and rehabilitation projects as assigned. Responsible for development

of capital program for Maricopa County Operations.
EDUCATION

Arizona State University — Master of Business Administration (1991)
University of Kansas — Bachelor of Science in Civil Engineering (1985)




ARICOR

Ray L. Jones P.E.
Water Solutions

Page 2

PROFESSIONAL CERTIFICATION

Registered Professional Engineer — Civil Engineering — Arizona
Professional Engineer — Civil Engineering — California
Certified Operator — Wastewater Treatment, Wastewater Collection, Water Treatment, Water Distribution — Arizona

PROFESSIONAL AFFILIATIONS

Executive Director — Water Utilities Association of Arizona
Member - American Society of Professional Engineers
Member — American Society of Civil Engineers

Member - American Water Works Association

Member - Arizona Water Association

Member - Water Environment Federation

CIVIC AND COMMUNITY INVOLVEMENT

Board of Directors — Greater Maricopa Foreign Trade Zone (2009 — Present)

Advisory Member - Water Resources Development Commission (2010 —2012)

Chairman WESTMARC (2008)

Director and Member of the Executive Committee- WESTMARC (1998 — 2010)

Co-Chairman, WESTMARC Water Committee (2006 —2007)

Chairman-Elect WESTMARC (2007)

Member — Corporate Contributions Committee, West Valley Fine Arts Council Diamond Ball (Chairman 2005)
Member — Technical Advisory Committee — Governor’s Water Management Commission (2001)

Board Member, Manager & Past Chairman — North Valley Little League Softball

REGULATORY EXPERIENCE

Testimony has been provided before the Arizona Corporation Commission in the dockets listed below. Unless
otherwise indicated testimony was provided on behalf of the utility.

Filing e e -
Year Utility(ies) Filing Type(s) Docket(s)

CC&N Extension (Expansion of Sun

1992 Sun City West Utilities Company U-2334-92-244

City West)
1993 Sun City Water Company CC&N Extension (Addition of Coyote | U-1656-93-060
Sun City Sewer Company Lakes) U-2276-93-060

CC&N Extension (Various

Subdivisions on western border) U-1595-93-241

1993 Tubac Valley Water Co., Inc.

CC&N Extension (Expansion of Sun

1993 Sun City West Utilities Company U-2334-93-293

City West)
Citizens Utilities Company E-1032-95-417
Sun City Water Company U-1656-95-417
1995 Sun City Sewer Company Ratemaking U-2276-95-417

U-2334-95-417
U-1595-95-417

Sun City West Utilities Company
Tubac Valley Water Company

City Water Company CC&N Extension (Acquisition of U-1656-96-282

1996 Sun City Sewer Company Youngtown) U-2276-96-282

. . CC&N Extension and Deletion
1996 Citizens Utilities Company (Realignment of Surprise Bdry.) E-1032-96-518
1998 Sun City Water Company CAP Water Plan and Accounting W-01656A-98-0577

Sun City West Utilities Company

Order (Sun Cities CAP plan)

SW-02334A-98-0577
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Page 3 Water Solutions
Filing . -
Year Utility(ies) Filing Type(s) Docket(s)
Citizens Water Resources Company . .
of Arizona CC&N Extension and Accounting SW-3455-00-1022
2000 - . Order (Anthen Jacka Property and
Citizens Water Services Company Phoenix Treatment Agreement) SW-3454-00-1022
of Arizona &
Citizens Communications Company | ¢\ gxtension and Approval of || W-0132B-00-1043
2000 Citizens Water Services Company Hook-Up Fee (Verrado) SW-0354A-00-1043
of Arizona
WS-01303A-02-0867
WS-01303A-02-0868
2002 Arizona-American Water Company | Ratemaking WS-01303A-02-0869
WS-01303A-02-0870
WS-01303A-02-0908
Arizona-American Water Company WS-01303A-04-0089
2004 Rancho Cabrillo Water Company CC&N Transfer W-01303A-04-0089
Rancho Cabrillo Sewer Company SW-03898A-04-0089
Johnson Utilities Company, LLC
2004 (Representing Pulte Home CC&N Extension WS-02987A-04-0288
Corporation)
Perkins Mountain Utility Company - WS-20379A-05-0489
2005 Perkins Mountain Water Company New CC&N & Initial Rates W-20380A-05-0490
2005 West End Water Company CC&N Extension W-01157A-05-706
Approvals Associated with
2005 Arizona-American Water Company | Construction of Surface Water W-01303A-05-0718
Treatment Facility
2006 Arizona-American Water Company | Ratemaking WS-01303A-06-0403
2008 Sunrise Water Company Ratemaking W-02069A-08-0406
2009 Baca Float Water Company Ratemaking WS-01678A-09-0376
2009 | Aubrey Water Company o r‘)’;’;;ecr;"alua“"“ (Rate Case W-03476A-06-0425
2009 White Horse Ranch Owner’s Assn. | Ratemaking W-04161A-09-0471
2010 Litchfield Park Service C(;mpany Ratemaking W-01427A-09-0104
2010 Chino Meadows Il Water Company | Ratemaking W-02370A-10-0519
2011 Pima Utility Company Ratemaking &IJ-S({%);?Z%::II 11-_?33?)
Tusayan Water Development
Association, Inc. .
2011 (Representing the Town of Ratemaking W-02350A-10-0163
Tusayan)
2012 | Yalley Utilities Water Company, | p o roving W-01412A-12-0195

Inc.




o

| Ray L. Jones P.E. W

; Page 4 Water Solutions

‘ F;;L‘:f Utility(ies) Filing Type(s) Docket(s)
2012 Far West Water & Sewer, Inc. Ratemaking WS-03478A-12-0307
2012 | Sahuarita Water Company, LLC ?;‘e“d Off-Site Facilities Hook-Up |y, 37184090359

§ 2012 New River Utility Company Ratemaking W-01737A-12-0478

‘ 2013 Far West Water & Sewer, Inc. New Off-Site Facilities Hook-Up Fees | WS-03478A-13-0200
2012 Adman Mutual Water Company Ratemaking W—01997A-12-0501
2013 Far West Water & Sewer, Inc. CC&N Extension WS-03478A-13-0250
2013 Lago Del Oro Water Company Ratemaking W-01944A-13-0215
2013 Lago Del Oro Water Company Financing W-01944A-13-0242
2012 Sunrise Water Company Financing W-02069A-12-0261
2010 Far West Water & Sewer, Inc. CC&N Extension WS-03478A-10-0523
2014 Granite Mountain Water Co., Inc. Ratemaking W-02467A-14-0230
2014 Chino Meadows II Water Co., Inc. Ratemaking W-02370A-14-0231
2014 Quail Creek Water Company Ratemaking W-02514A-14-0343
2015 Cordes Lakes Water Company Ratemaking W-02060A-15-0245
2015 dBE;e:iik’)‘i )?%?gfg%?npany Ratemaking W-03476A-15-0286

August, 2015
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.

Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013

Computation of Increase in Gross Revenue Requirements

Line

= =z
,_.omoo\:mmbwwv—-lp

NN NN R R e e e
W N OWRNOOUDD WN

Adjusted Rate Base

Adjusted Operating Income
Current Rate of Return

Required Rate of Return

Required Operating Income
Operating Income Deficiency
Gross Revenue Conversion Factor
Increase in Gross Revenue
Adjusted Test Year Revenue
Proposed Annual Revenue

Percent Increase in Gross Revenue

Schedule RU-1
Rebuttal
Page 1

OCRB
583,926
(2,694)
-0.46%
8.03%
46,895
49,589
1.2089
59,950
117,320

177,270

51.10%



Granite Mountain Water Co., Inc. Schedule RU-2

Test Year Ended December 31, 2013 Rebuttal
Summary of Original Cost Rate Base Elements Page 1
Original
Line Cost
No. Rate Base*
1
2 Gross Utility Plant in Service $ 1,116,126
3
4 Less: Accumulated Depreciation {533,361)
5
6 Net Utility Plant in Service 582,765
7
8 Less:
9 Advances in Aid of Construction 6,021
10
11  Contributions in Aid of Construction -
12 Accumulated Amortization of CIAC -
13 Contributions in Aid of Construction - Net -
14
15  Customer Security Deposits 750
16  Deferred Income Taxes -
17
18  Plus:
19  Working Capital 7,932
20  Net Regulatory Asset / (Liability) -
21
22  Rate Base S 583,926
23
24  *including pro forma adjustments

nN
[54)
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Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Computation of Working Capital

—
= 2 5

2 ks
W N

Operation and Maintenance Expense
Less depreciation, taxes, purchased
power and purchased water

Factor - 1/8

Purchased Power and Purchased Water
Factor - 1/24

Total Cash Working Capital

60,410

0.1250

7,551

9,139

0.0417

381

7,932

Schedule RU-2
Rebuttal
Page 6



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Adjusted Test Year Income Statement

Line
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Revenues
460 Unmetered Water Revenue
461 Metered Water Revenues
471 Miscellaneous Service Revenue
Total Revenues
Operating Expenses
601 Salaries and Wages

603 Salaries and Wages - Officers and Directors

604 Employee Pension and Benefits
610 Purchased Water

615 Purchased Power

618 Chemicals

620 Repairs and Maintenance

621 Office Supplies Expense

631 Contractual Services - Engineering
632 Contractual Services - Accounting
633 Contractual Services - Legal

634 Contractual Services - Management Fees

635 Contractual Services - Testing
636 Contractual Services - Other
641 Rent - Buildings

642 Rent - Equipment

650 Transportation Expense

656 Insurance - Vehicle

657 Insurance - General Liability

658 Insurance - Workman's Compensation

659 Insurance - Other
660 Advertising Expense

666 Regulatory Commission Expense - Rate Case

667 Regulatory Expense - Other

668 Water Resource Conservation Expense

670 Bad Debt Expense
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 Income Tax
Total Operating Expenses
Operating Income
Other Income (Expense)
419 Interest and Dividend Income
421 Non-Utility income
426 Miscellaneous Non-Utility Expenses
427 Interest Expense
Total Other income (Expense)
Net Income (Loss)

Schedule RU-3

Rebuttal
Page 1
Test Year
Actual for Results
Test Year Total After Proposed Adjusted
Ended Pro forma Pro forma Rate With Rate
12/31/2013 Adjustments Adjustments Increase Increase
$ -8 -8 - -8 -
112,585 1,561 114,145 59,950 174,096
3,174 - 3,174 - 3,174
S 115,759 § 1,561 $ 117,320 $ 59,950 $ 177,270
S 39,942 § (8,618) $ 31,324 S 31,324
- 6,440 6,440 6,440
8,950 190 9,139 9,139
47 45 92 92
4,339 (2,433) 1,906 1,906
8,314 (3,876) 4,437 4,437
5,380 (3,530) 1,850 1,850
11,353 {6,709) 4,644 4,644
- 2,194 2,194 2,194
5,453 (1,214) 4,239 4,239
1,292 282 1,574 1,574
- 520 520 520
- 10,000 10,000 10,000
321 - 321 321
- 772 772 395 1,167
840 (744) 96 96
33,874 {207) 33,667 33,667
- 2,765 2,765 2,765
1,619 2,791 4,410 826 5,236
- (379) (379) 9,141 8,762
S 121,723 $ (1,710) $ 120,013 § 10,362 $ 130,375
S (5,964) $ 3,270 § (2,694) S 49,589 S 46,895
$ - S -5 - $ -
59 - 59 59
(34) 34 - -
$ 24 $ 34 S 55 $ - 8 59
S (5,940) S 3,305 $ {2,635) $ 49,588 S 46,954
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Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment IS-1

Line

Looo\:mmbwwv—-lg

o R
W NR O

Eliminate Revenue Adjustments

Eliminate various nonrecurring revenue adjustments

Prior Period Adjustment - 5/8" x 3/4" Meter Revenue
Non Bill Usage - Residential

J.E. Error

Prior Period Adjustment - Other

Prior Period Adjustment - Other

Prior Period Adjustment - Other

Increase/(Decrease) in Metered

5

As Booked

(1,564.42)
(70.33)
(30.00)

(3.00)

{7,900.21)

__ s

$

(1,040.38)

S 1,040.31

=

Schedule RLI-3
Rebuttal
Page 4



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment IS-2

Line
No.
1 Correct Underbilled Revenue
2
3 Forthe 5/8" x 3/4" Class, usage between 10,001 gallons and 14,000 gallons
4  was billed at $6.60 per 1,000 gallons rather than $7.90 per 1,000 gallons.
5
6  5/8"x3/4" Class usage between 10,001 gallons and 14,000 gallons
7  Rate Differential $ -
8 Underbilled Revenue
9
10
11 Increase/(Decrease) in Metered Revenue

[y
N

Schedule RU-3
Rebuttal
Page 5

497,860 gallons
1.30
647.22

647.22



Granite Mountain Water Co., Inc. Schedule RU-3
Test Year Ended December 31, 2013 Rebuttal
Income Statement Adjustment 1S-3 Page 6

Line
No.
1 Adjust for 2014 Salary Increase
2 |
3 Total 2014 increase in employee salary $ 20,000.00
4  Percentage Allocated to Granite Mountain 25% |
5 Salary increase for Granite Mountain $ 5,000.00
6
7 Increase/(Decrease) in Salaries and Wages S 5,000.00
8
9




Granite Mountain Water Co,, Inc. Schedule RU-3

Test Year Ended December 31, 2013 Rebuttal

Income Statement Adjustment 1S-4 Page 7
Line

Reclass Customer Deposit Interest

Customer Deposit Interest Charged to Interest Expense 3435
Increase/(Decrease) in Interest Expense S (34.35)
Increase/(Decrease) in Miscellaneous Expense S 34.35

gmm\lmmbwr\:s—alg




Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment IS-5

Line

2
o

s.ooo\tmmwwi—-|

Reclass Bad Debt Expense

Customer Bad Debt Charged to Miscellaneous Expense
Increase/(Decrease) in Miscellaneous Expense

Increase/(Decrease) in Bad Debt Expense

P el i
nhwNPR O

772.17

s (772.17)

S 772.17

Schedule RU-3
Rebuttal
Page 8



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment 1S-6

Adjust Rate Case Expense

Line

Estimated Rate Case Expense
Amortization Period (Years)
Annualized Rate Case Expense
Test Year Rate Case Expense

Increase / (Decrease) in Rate Case Expense

Swoo\nmmpww»—-lg

10,000

3,333

3,333

Schedule RLJ-3
Rebuttal
Page 9



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment I5-7

Adjust Depreciation Expense to Reflect Adjusted Plant Balances

Adjusted
Test Year Fully

Line Balance Depreciated Depreciable
No. Acct Description 12/31/2013 Plant Plant

1

2 301 Organization Cost S 110 $ 110

3 302 Franchise Cost - -

4 3 Land and Land Rights 48,500 48,500

5 304 Structures & Improvements 79,894 79,894

6 305 Collecting & Impounding Reservoirs - -

7 306 Lake, River, Canal Intakes - -

8 307 Wells & Springs 60,946 60,946

9 308 Infiltration Galleries - -
10 309 Raw Water Supply Mains - -
11 310 Power Generation Equipment 912 912
12 311 Pumping Equipment 121,906 (104,270) 17,637
13 320 Water Treatment Equipment - -
14 320.1  Water Treatment Plants - -
15 320.2 Solution Chemical Feeders 7,745 (2,077) 5,669
16 330 Distribution Reservoirs & Standpipes - -
17 330.1 Storage Tanks 170,247 170,247
18 330.2 Pressure Tanks 55,213 55,213
19 331 Transmission & Distribution Mains 450,034 450,034
20 333 Services 55,934 55,934
21 334 Meters 6,652 6,652
22 335 Hydrants 8,774 8,774
23 336 Backflow Prevention Devices 1,428 1,428
24 339 Other Plant & Misc Equipment 4,850 4,850
25 340 Office Furniture & Equipment - -
26 340.1 Computers & Software 3,500 3,500
27 341 Transportation Equipment 26,456 26,456
28 342 Stores Equipment - -
29 343 Tools, Shop & Garage Equipment - -
30 344 Laboratory Equipment - -
31 345 Power Operated Equipment 5,000 5,000
32 346 Communication Equipment 8,003 8,003
33 347 Miscellaneous Equipment - -
34 348 Other Tangible Plant 20 (20) 0
35 TOTALS $ 1,116,126 $ (106,366) $ 1,008,760
36

37 Less: Amortization of CIAC $ -

38

39 Adjusted Test Year Depreciation Expense

40

41 Test Year Depreciation Expense

42

43 Increase / (Decrease) in Depreciation Expense

Proppsed
Depretiation
Rate

0.00% $
0.00%
0.00%
3.33%
“ 2.50%
| 2.50%
\ 3.33%
1’ 6.67%
2.00%
5.00%
12.50%
3.33%
3.33%
20.00%
2.22%
2.22%
5.00%
‘ 2.00%
i 3.33%
| 8.33%
| 2.00%
|  667%
| e67%
6.67%
20.00%
20.00%
4.00%
5.00%
10.00%
5.00%
10.00%
10.00%
J 20.00%

‘ $

| 3s028% $

| $

Schedule RU-3
Rebuttal
Page 10

Depreciation
Expense

33,667

33,667
33,874

(207)



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment [S-8

Adjust Property Tax Expense to Reflect Adjusted Test Year and Proposed Revenues

Line
No. Description

1 Adjusted Test Year Revenue S 117,320
2 Adjusted Test Year Revenue 117,320
3 Adjusted Test Year Revenue 117,320
4 Proposed Revenues after Increase

5 Average of three year's of revenue 117,320
6 Average of three year's of revenue, times 2 234,639
7 Add:

8 Construction Work In Progress at 10% -

9 Deduct:

10 Net Book Value of Transportation Equipment 21,165
11

12 Full Cash Value 213,474
13 Assessment Ratio 18.5%
14 Assessed Value 39,493
15 Property Tax Rate (2012 Tax Year) 11.1667%
16

17 Adjusted Test Year Property Tax S 4,410
18 Recorded Test Year Property Tax 1,619
19 Test Year Adjustment S 2,791
20

21 Property Tax at Proposed Rates

22 Adjusted Test Year Property Tax

23 Increase in Property Tax due to Rate Increase

24

25 Calculation of Property Tax Factor

26 Increase to Property Tax Expense

27 Increase in Revenue Requirement

28 Property Tax Factor (L25 / L26)

29

30 2013

31 CALCULATION OF TAX RATE Value

32 923-70-190 157,000

Company
As Adjusted

Ratio

19.5%

wvr n

Company
Proposed

117,320
117,320

177,270
137,303
274,606

21,165

253,441
18.5%

46,887
11.1667%

5,236
4,410
826

826
59,950
1.3772%

Tax Vaiue
30,615

Schedule RL-3
Rebuttal
Page 11

Tax Rate
3,419 11.1667%



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Income Statement Adjustment 1S-9

Adjust Income Tax Expense to Reflect Adjusted Test Year and Proposed Revenues

Line Adjusted Proposed
No. Description Test Year with Increase
1
2 Calculation of Income Tax:
3 Revenue S 117,320 ) 177,270
4 Less: Operating Expenses (Excluding income Taxes) 120,392 121,613
5 Less: Synchronized Interest -
6 Arizona Taxable Income S (3,073) S 55,657
7 AZ - Individual Tax Calculation (Married Filing Jointly - 2015)
8 Over_ But not Over Amount plus %
9 $ - $ 20,000 $ - 2.5900% $ (80) S -
10 20,000 50,000 (58.00) 2.8800% - -
11 50,000 100,000 (298.00) 3.3600% - 1,572
12 100,000 300,000 (1,178.00) 4.2400% - -
13 300,000 999,999,999 (2,078.00) 4.5400% - -
14 Arizona Income Tax S (80) S 1,572
15 Federal Taxable Income S (2,993) $ 54,085
16 Federal - individual Tax Calculation (Married Filing Jointly - 2015)
17 Qver_ But not Over Amount plus %
18 $ - $ 18,450 $ - 10.0000% S (299) S -
19 18,450 74,900 1,845.00 15.0000% - 7,180
20 74,900 151,200 10,312.50 25.0000% - -
21 151,200 230,450 29,387.50 28.0000% - -
22 230,450 411,500 51,577.50 33.0000% - -
23 411,500 464,850 111,324.00 35.0000% - -
24 464,850 9,999,999,999 129,996.50 39.6000%
25
26 Total Federal Income Tax S (299) S 7,190
27
28 Combined Federal and State Income Tax S (379) S 8,762
29
30 Effective State Tax Rate 2.5900% 2.8246%
31 Effective Federal Tax Rate 10.0000% 13.2944%
32 Effective Combined Tax Rate 12.3310% 15.7434%
33
34 Applicable Arizona State Income Tax Rate (Rate Applicable to Revenue Increase) \ 2.8123%
35 Applicable Federal income Tax Rate (Rate Applicable to Revenue Increase) \ 13.1216%
36 \
37 Calculation of Interest Synchronization |
38 Rate Base 583,926 |
39 Weighted Average Cost of Debt
40 Synchronized Interest -
41
42 Income Tax Adjustments
43 Test Year Income Taxes - Booked $ -
a4 Increase / (decrease) in Income Taxes (L21 - 132) {379)
45 ‘
46 Test Year income Taxes - Adjusted ‘ S (379)
47 Increase / (decrease) in Federal Income Taxes (L21 - L35) | 9,141
48 |
49 |

Schedule RLU-3
Rebuttal
Page 12



Granite Mountain Water Co., inc. Schedule RL-3
Test Year Ended December 31, 2013 Rebuttal
Computation of Gross Revenue Conversion Factor Page 13
Line
No. Calculation of Gross Revenue Conversion Factor
1 Revenue 100.0000%
2 Uncollectable Factor (Line 11) 0.5557%
3 Revenue (L1 - L2) 99.4443%
4 Combined Income Tax and Property Tax Rate (Line 23) 16.7278%
5 Operating Income Percentage (L3 -L4) 82.7165%
6 Gross Revenue Conversion Factor (L1 / L5) 1.208949

Calculation of Uncollectable Factor

Unity 100.0000%
8 Combined Federal and State Tax Rate (Line 17) 15.5649%
9 One Minus Combined Federal and State Tax Rate (L7 - L8) 84.4351%
10 Uncollectable Rate (Line 26) 0.6582%
11 Uncollectable Factor (L9 * L10) 0.5557%

Calculation of Effective Tax Rate

12 Operating Income Before Taxes 100.0000%
13 Applicable Arizona State Tax Rate (from Schedule C-2) 2.8123%
14 Federal Taxable Income (L12 - 1L13) 97.1877%
15 Applicable Federal Tax Rate {from Schedule C-2) 13.1216%
16 Effective Federal Tax Rate (L14 * L15) 12.7526%
17 Combined Federal and State Tax Rate (L13 + L16) 15.5649%

Calculation of Effective Property Tax Rate

18 Unity 100.0000%
19 Combined Federal and State Tax Rate (Line 17) 15.5649%
20 One Minus Combined Income Tax Rate (L18 - L19) 84.4351%
21 Property Tax Factor {from Schedule C-2) 1.3772%
22 Effective Property Tax Factor {L20 * 121) 1.1629%
23 Combined Federal and State Income Tax Rate and Property Tax Rate (L17 + L22) 16.7278%

Calculation of Uncollectable Rate

24 Bad Debt Expense {from Schedule C-1) S 772
25 Total Revenues (from Schedule C-1) . 117,320
26 Uncollectable Rate {L24 / L25) 0.6582%
27 Revenue Increase (from Schedule C-1) S 59,950
28 Uncollectable Rate (Line 26) 0.6582%

29 Bad Debt Expense due to Increase S 395



Granite Mountain Water Co,, Inc. Schedule RL-4
Test Year Ended December 31, 2013 Rebuttal
Changes in Representative Rate Schedules Page 1
Line
No.
1 General Water Service Rates Present Proposed Base Charge Volume Charge
2 Rate Tiers Rate Tiers Present Proposed Present Proposed
3 Description {gallons) {gallons) Rate Rate Change | Rate Rate Change
4 |
5  R1-5/8"x3/4" Meter Tier 1 4,000 3000 S 2500 $ 3775 $§ 12.75 ‘S 440 S 6.65 $ 2.25
6 Tier 2 10,000 10,000 S 6.60 S 995 $ 3.35
7 Tier3 999,999,000 999,999,000 S 790 $ 1190 $ 4.00
8  R2-3/4" Meter Tier 1 4,000 3000 $ 3750 $ 5663 $ 19.13 S 440 S 665 $ 2.25
9 Tier 2 10,000 10,000 S 6.60 $ 995 $ 3.35
10 Tier3 999,999,000 999,999,000 S 790 $ 1190 S 4.00
11 R3-1" Meter Tier 1 - - $ 6250 $ 9438 $ 3188
12 Tier 2 10,000 15,000 S 6.60 $ 995 $ 3.35
13 Tier3 999,999,000 999,999,000 S 790 $ 1190 $ 4.00
14 R4 -1.5" Meter Tier 1 - - S 12500 $ 18875 $ 63.75
15 Tier 2 20,000 30,000 S 6.60 S 9.95 $ 3.35
16 Tier3 999,999,000 999,999,000 ‘ S 7.90 §$ 1190 $ 4.00
17 R5-2" Meter Tier 1 - - $ 20000 $ 30200 $ 102.00
18 Tier 2 40,000 50,000 ‘ $ 6.60 $ 995 $ 3.35
19 Tier3 999,999,000 999,999,000 ‘ S 790 $ 11850 $ 4.00
20 R6-3" Meter Tier 1 - - $ 400.00 $ 60400 $ 204.00
21 Tier 2 144,000 100,000 S 6.60 $ 9.95 $ 3.35
22 Tier3 999,999,000 999,999,000 S 780 $ 1190 $ 4.00
23 R7-4" Meter Tier 1 - - $ 62500 S 943.75 $ 318.75
24 Tier 2 225,000 150,000 S 6.60 $ 9.95 S 3.35
25 Tier3 999,999,000 999,999,000 S 790 $§ 1190 -$ 4.00
26 R8-6" Meter Tier 1 - - $ 1,250.00 $ 1,887.50 $ 637.50
27 Tier 2 450,000 300,000 S 6.60 $ 995 $ 3.35
28 Tier3 999,999,000 999,999,000 S 790 $ 1190 S 4.00
30 Hydrant Meter Tier3 999,999,000 999,999,000 By Meter Size S 7.90 § 1190 $ 4.00
31 Standpipe Tier3 999,999,000 999,999,000 None $ 790 $ 1190 $ 4.00
32

w
w




Granite Mountain Water Co., Inc.

Schedule RU-4

Test Year Ended December 31, 2013 Rebuttal
Changes in Representative Rate Schedules Page 2

| Line

3 No.
1 Other Service Charges Present Proposed

| 2 Rates Rates

3 Establishment S 25.00 $ 25.00

\ 4 Establishment (After Hours) $  35.00 n/t
5  Reconnection (Delinquent) $  35.00 $  35.00
6 Reconnection (Delinquent) (After Hours) $  45.00 n/t

| 7  After Hours Charge n/t $  25.00

| 8  Meter Test (If correct) $  35.00 $ 3500

9 Deposit Requirement 2 times the 2 times the

‘ average bill average bill
10  Deposit Interest 6% per year 6% per year

‘ Number of Months off Number of Months off system

1 11  Re-Establishment (Within 12 Months) system times the monthly  times the monthly minimum

minimum charge charge

‘ 12 NSF Check $ 20.00 S  20.00

| 13 Deferred Payment, Per Month 1.5% 1.5%
14  Meter Re-Read (If correct) $ 15.00 $ 15.00

15  Moving Customer Meter at Customer Request Cost Cost
16  Late Charge per month 1.50% 1.50%

| 17

| 18 In addition to the collection of regular rates, the utility will collect from its

! 19  customers a proportionate share of any privilege, sales, use, and franchise tax,

‘ 20  per Commission rule A.A.C. 14-2-409(D){5).

‘ 21

| 22 Allitems billed at cost shall include labor, materials and parts, overheads and all applicable taxes.

| 23

; 24 n/t- no tariff

| 25
26  Service Line and Meter Installation Charges Present Rates Proposed Rates
27 Srv. Line Meter Total Srv. Line Meter Total
28  5/8"x3/4" Meter S 405 $ 95 $ 500 $ 450 §$ 150 S 600
29  3/4" Meter S 413§ 162 S 575 $ 450 $ 250 $ 700
30 1" Meter S 441 $ 209 S 650 S 575 § 300 $ 875
31 11/2" Meter S 395 § 321 S 716 S 675 S 500 $§ 1,175
32 2" Meter S 727 S 845 S 1,572 $ 1,000 $ 1,500 §$ 2,500
34 3" Meter S 952 § 1,448 S 2400 S 1,300 $ 2,000 $ 3,300
36 4" Meter S 1,310 $ 2206 $ 3516 $ 1800 $ 3500 $ 5300
38 6" Meter $ 2160 $ 4756 S 6916 S 2,800 $ 6000 $ 8,800
42

43  All advances and/or contributions are to include labor, materials and parts, overheads and all applicable taxes,

44  including gross-up taxes for Federal and State taxes, if applicable.

45

46  All items billed at cost shall include labor, materials and parts, overheads and all applicable taxes.

a7
48  n/t- no tariff
49



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Analysis of Revenue by Detailed Class
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Description

Metered Water Revenue
R1-5/8" x 3/4" Meter
R2 - 3/4" Meter

R3 - 1" Meter

R4 - 1.5" Meter

R5 - 2" Meter

R6 - 3" Meter

R7 - 4" Meter

R8 - 6" Meter

Hydrant Meter

Metered Water Revenue

All Customers

Other Water Revenue

Total

Schedule RU-4

Rebuttal
Page 3
Average Revenues Proposed
Number Average Present Proposed Increase Increase
Customers Consumption Rates Rates Amount %
85 6,411 S 64,502 S 99,298 34,796 53.95%
34 6,496 44,269 66,289 22,020 49.74%
1 41,200 5,965 8,938 2,973 49.84%
120 81,126 114,735 174,524 59,789 52.11%
S 3,174 $ 3,174 - 0.00%
120 S 117,910 S 177,698 59,789 50.71%
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Granite Mountain Water Co., Inc.

Test Year Ended December 31, 2013
Analysis of Revenue by Detailed Class

Line
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Supplemental Schedule

Breakdown of Metered Water Revenue at Current Rates

By Rate Components

Description

R1-5/8" x 3/4" Meter
R2 - 3/4" Meter

R3 - 1" Meter

R4 - 1.5" Meter

R5 - 2" Meter

R6 - 3" Meter

R7 - 4" Meter

R8 - 6" Meter

R9 - 8" Meter
Hydrant Meter

Total Revenue

Percentage of Total

Revenue at Current Rates

Base
Charge

25,600 $
25,750

2,400

53,750 $

46.85%

1st
Tier

13,442 S

13,442 $

11.72%

2nd
Tier

11,498 §$

13,322

1,731

26,550 $

23.14%

3rd
Tier

13,962

5,197

1,834

20,993

18.30%

Total
Revenue

$ 64,502

44,269

5,965

S 114,735

100.00%

Schedule RU-4
Rebuttal

Page 4




Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013

Analysis of Revenue by Detailed Class

Supplemental Schedule
Breakdown of Metered Water Revenue at Proposed Rates
By Rate Components

Revenue at Proposed Rates

Line Base 1st 2nd 3rd Total
No. Description Charge Tier Tier Tier Revenue
1
2 R1-5/8" x 3/4" Meter S 38,656 S 16,364 S 23,246 S 21,031 S 99,298
3 R2 - 3/4" Meter - - - - -
4 R3 - 1" Meter 38,885 - 22,676 4,729 66,289
5 R4 - 1.5" Meter - - - - ‘ -
6 R5 - 2" Meter 3,624 - 2,907 2,406 8,938
7 R6 - 3" Meter - - - - -
8 R7 - 4" Meter |
9 R8 - 6" Meter - - - - -
10 R9-8" Meter - - - - | -
11 Hydrant Meter -
12
13 Total Revenue S 81,165 $ 16,364 § 48,829 $ 28,166 S 174,524
14
15 Percentage of Total Revenue 46.51% 9.38% 27.98% 16.14% 100.00%
16
17 Percentage Increase by Tier 51.00% 21.74% 83.91% 34.17% 52.11%

[y
o]

Schedute RU-4
Rebuttal

Page 5



Granite Mountain Water Co., Inc.

Schedute RL-4

Test Year Ended December 31, 2013 Rebuttal
Analysis of Revenue by Detailed Class Page 6
Supplemental Schedule
Metered Water Revenue at Proposed Rates
Analysis of Increases by Rate Tier
Line Base 1st 2nd 3rd Total
No. Charge Tier Tier Tier Revenue
1 Revenue at Current Rates $ 53,750 13,442 §$ 26,550 S 20,993 § 114,735
2 Revenue at Company's Proposed Rates 81,165 16,364 48,829 28,166 174,524
3 Increase in Rates S 27,415 2,922 S 22,279 S 7,173 § 58,789
4
5 Percentage Increase by Tier 51.0% 21.7% 83.9% 34.2% 52.1%
6 Percentage of Increase within Tier 45.9% 4.9% 37.3% 12.0% 100.0%
7
8
9
10 Base 1st 2nd 3rd Total
11 Charge Tier Tier Tier Revenue
12 Revenue at Current Rates $ 53,750 13,442 S 26,550 S 20,993 $ 114,735
13 Revenue at Company's Proposed Rates §$ 81,165 16,364 S 48,829 S 28,166 S 174,524
14
15 Percentage of Total Revenue
16 46.8% 11.7% 23.1% # 18.3% 100.0%
17 Company's Proposed Rates 46.5% 9.4% 28.0% # 16.1% 100.0%
18 -0.3% -2.3% 4.8% -2.2% 0.0%
19

N
o




Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013

Bill Count

Meter Size:
Rate Code:

Line
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113
114
115
116
117

118
119
120
121
122
123
124
125
126

5/8" x 3/4"
R1
Present Proposed
Rate Tiers Rates Rates
Tier One Breakover (M gal): 4 3
Tier Two Breakover (M gal): 10 10
Tier Three Breakover (M gal): 999,999 999,999
Number Average
of Bills in Consumption  Consumption
Block Block in Block in Block No.
- - - 79 79
1 - 1,000 58 551 31,960 137
1,001 - 2,000 118 1,492 176,030 255
2,001 - 3,000 116 2,532 293,740 371
3,001 - 4,000 120 3,510 421,240 491
4,001 - 5,000 116 4,467 518,210 607
5,001 - 6,000 86 5,504 473,350 693
6,001 - 7,000 60 6,452 387,120 753
7,001 - 8,000 61 7,436 453,590 814
8,001 - 9,000 28 8,348 233,750 842
9,001 - 10,000 21 9,432 198,070 863
10,001 - 12,000 40 10,933 437,310 903
12,001 - 14,000 25 13,062 326,550 928
14,001 - 16,000 i6 15,108 241,730 944
16,001 - 18,000 13 16,862 219,200 957
18,001 - 20,000 14 18,854 263,960 971
20,001 - 25,000 19 22,146 420,770 990
25,001 - 30,000 13 28,165 366,150 1,003
30,001 - 35,000 5 32,218 161,090 1,008
35,001 - 40,000 1 38,000 38,000 1,009
40,001 - 50,000 8 45,083 360,660 1,017
50,001 - 60,000 4 54,480 217,920 1,021
60,001 - 70,000 - - - 1,021
70,001 - 80,000 1 74,090 74,090 1,022
80,001 - 90,000 - - - 1,022
90,001 - 100,000 - - - 1,022
106,640 - 106,640 1 106,640 106,640 1,023
143,260 - 143,260 1 143,260 143,260 1,024
1,024
1,024
Totals 1,024 6,564,390 1,024
Total Bills 1,024
Base Charge
Average Number of Customers 85
Usage (gallons)
Average Consumption (gallons) 6,411 Tier One
Tier Two
Median Consumption {gallons) 3,684 Tier Three
Usage Totals
Revenue Totals
Page 1

Schedule RLI-4

Present Proposed
Charges Rates Rates
Base Charge: $ 25.00 $ 37.75
Tier One Rate: $ 440 S 6.65
Tier Two Rate: $ 660 S 9.95
Tier Three Rate: $ 790 §$ 11.90

Cumulative Bills

Cumulative Consumption

% of Total Amount
7.71% -
13.38% 31,96
24.90% 207,99
36.23% 501,7
47.95% 922,9
59.28% 1,441,1
67.68% 1,914,5
73.54% 2,301,6
79.49% 2,755,240
82.23% 2,988,990
84.28% 3,187,080
88.18% 3,624,370
90.63% 3,950,920
92.19% 4,192,630
93.46% 4,411,850
94.82% 4,675,810
96.68% 5,096,580
97.95% 5,462,730
98.44% 5,623,820
98.54% 5,661,820
99.32% 6,022,4}30
99.71% 6,240,400
99.71% 6,240,4P0
99.80% 6,314,4p0
99.80% 6,314,4p0
99.80% 6,314,4p0
99.90% 6,421,180
100.00% 6,564,390
100.00% 6,564,390
100.00% 6,564,390

6564390

Current Rates

% of Total

0.00%
0.49%
3.17%
7.64%
14.06%
21.95%
29.17%
35.06%
41.97%
45.53%
48.55%
55.21%
60.19%
63.87%
67.21%
71.23%
77.64%
83.22%
85.67%
86.25%
91.74%
95.06%
95.06%
96.19%
96.19%
96.19%
97.82%
100.00%
100.00%
100.00%

Proposed Rates

Rebuttal
Page 7

Units Revenue| Units Revenue
1,024 $ 25,&»00 1,024 $ 38,656
3,054,970 $ 13,442 2,460,730 $ 16,364
1,742,090 11,498 2,336,330 23,246
1,767,330 13,962 1,767,330 21,031
6,564,390 | 6,564,390
$ 64,501.57 S 99,298




Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Typical Bill Analysis

Meter Size:
Rate Code:

Line
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5/8" X 3/ "
R1

Rate Schedules

Present Rates:
Base Charge:

Tier One Rate:
Tier Two Rate:
Tier Three Rate:

Tier One Breakover (M gal):
Tier Two Breakover (M gal):

Tier Three Breakover (M gal):

Proposed Rates:
Base Charge:

Tier One Rate:
Tier Two Rate:
Tier Three Rate:

Tier One Breakover (M gal):
Tier Two Breakover (M gal):

Tier Three Breakover (M gal):

25.00

4.40
6.60
7.90

4
10
999,999

37.75

6.65
9.95
11.90

3
10
999,999

Usage

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000
100,000

Average Usage

6,411

Median Usage

Page 2

3,684
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$

Present
Bill

25.00
29.40
33.80
38.20
42.60
49.20
55.80
62.40
69.00
75.60
82.20
98.00
113.80
129.60
145.40
161.20
200.70
240.20
279.70
319.20
358.70
398.20
477.20
556.20
635.20
714.20
793.20

58.51

41.21
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Proposed
8ill

37.75
44.40
51.05
57.70
67.65
77.60
87.55
97.50
107.45
117.40
127.35
151.15
174.95
198.75
222.55
246.35
305.85
365.35
424.85
484.35
543.85
603.35
722.35
841.35
960.35
1,079.35
1,198.35

91.64

64.50
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Dollar

Increase

12.75
15.00
17.25
19.50
25.05
28.40
31.75
35.10
38.45
41.80
45.15
53.15
61.15
69.15
77.15
85.15
105.15
125.15
145.15
165.15
185.15
205.15
245.15
285.15
325.15
365.15
405.15

33.13

23.29

Schedule RL-4
Rebuttal
Page 8

Percent
Increase

51.00%
51.02%
51.04%
51.05%
58.80%
57.72%
56.90%
56.25%
55.72%
55.29%
54.93%
54.23%
53.73%
53.36%
53.06%
52.82%
52.39%
52.10%
51.89%
51.74%
51.62%
51.52%
51.37%
51.27%
51.19%
51.13%
51.08%

56.62%

56.52%




Granite Mountain Water Co., Inc. Schedule RU-4
Test Year Ended December 31, 2013 Rebuttal
Bill Count Page 9
Meter Size: 1" Presgnt Proposed
Rate Code: R3 Charges Ratjs Rates
Present Proposed Base Charge: $ [62.50 S 94.38
Rate Tiers Rates Rates
Tier One Breakover (M gal}): - - Tier One Rate: $ - S -
Tier Two Breakover (M gal}): 10 15 Tier Two Rate: $ 6.60 $ 9.95
Tier Three Breakover (M gal): 599,999 999,999 Tier Three Rate: $ 790 $ 11.90
Number Average
Line of Billsby  Consumption  Consumption Cumulative Bills Cumuylative Consumption
No. Block Block in Block by Blocks No. % of Total Amouynt % of Total
85%
1 - - - 25 25 6.07% - 0.00%
2 1 - 1,000 22 350 7,700 a7 11.41% 7,700 0.29%
3 1,001 - 2,000 33 1,517 50,050 80 19.42% $7,750 2.16%
4 2,001 - 3,000 54 2,618 141,360 134 32.52% 199,110 7.44%
5 3,001 - 4,000 62 3,457 214,360 196 47.57% 413,470 15.45%
6 4,001 - 5,000 44 4,488 197,470 240 58.25% 610,940 22.83%
7 5,001 - 6,000 35 5,541 193,933 275 66.75% 804,873 30.07%
8 6,001 - 7,000 22 6,486 142,687 297 72.09% 947,560 35.41%
9 7,001 - 8,000 23 7,482 172,080 320 77.67% 1,119,640 41.84%
10 8,001 - 9,000 ] 8,453 76,080 329 79.85% 1,185,720 44.68%
11 9,001 - 10,000 13 9,443 122,760 342 83.01% 1,308,480 49.26%
12 10,001 - 12,000 15 11,138 167,070 357 86.65% 1,4B5,550 55.51%
13 12,001 - 14,000 14 12,743 178,400 371 90.05% 1,663,950 62.17%
14 14,001 - 16,000 8 15,060 120,480 379 91.99% 1,784,430 ©66.67%
15 16,001 - 18,000 5 16,520 82,600 384 93.20% 1,867,030 69.76%
16 18,001 - 20,000 3 19,097 57,290 387 93.93% 1,9p4,320 71.90%
17 20,001 - 25,000 10 22,867 228,670 397 96.36% 2,152,950 80.45%
18 25,001 - 30,000 S 27,902 139,510 402 97.57% 2,292,500 85.66%
19 30,001 - 35,000 4 32,588 130,350 406 98.54% 2,422,850 90.53%
20 35,001 - 40,000 2 35,980 71,960 408 99.03% 2,404,810 93.22%
21 40,001 - 50,000 4 45,378 181,510 412 100.00% 2,676,320 100.00%
22 50,001 - 60,000 - - 412 100.00% 2,676,320 100.00%
23 60,001 - 70,000 - - 412 100.00% 2,676,320 100.00%
24 70,001 - 80,000 - - 412 100.00% 2,676,320 100.00%
25 80,001 - 90,000 - - 412 100.00% 2,676,320 100.00%
26 90,001 - 100,000 - - 412 100.00% 2,&76,320 100.00%
163
164 Totals 412 2,676,320 412 2,676,320
165
166 Total Bills 412 Current Rates Proposed Rates
167 Units Revgnue Units Revenue
168 Base Charge 412 S 25,750 412 S 38,885
169 Average Number of Customers 34
170 Usage (gallons)
171 Average Consumption (gallons) 6,496 Tier One - $ - - $ -
172 Tier Two 2,018,480 13,322 2,278,950 22,676
173 Median Consumption {gallons) 3,692 Tier Three 657,840 5,197 397,370 4,729
174 Usage Totals 2,676,320 2,676,320
175 Revenue Totals S 44,269 S 18,519 $ 66,289
176
Page 3




Granite Mountain Water Co., Inc. Schedule RU-4
Test Year Ended December 31, 2013 Rebuttal
Typical Bill Analysis Page 10

Meter Size: 1"
Rate Code: R3

Line Present Proposed Dollar Percent
No. Rate Schedules Usage Bill Bill Increase Increase
1 Present Rates: - S 62.50 S 9438 $ 31.88 51.01%
2 Base Charge: S 62.50 1,000 $ 69.10 S 10433 § 35.23 50.98%
3 2,000 $ 7570 $ 11428 $ 38.58 50.96%
4 3,000 $ 8230 S 124.23 $ 41.93 50.95%
5 Tier One Rate: S - 4,000 $ 88.90 $ 134.18 S 45.28 50.93%
6 Tier Two Rate: S 6.60 5,000 $ 95.50 $ 14413 S 48.63 50.92%
7 Tier Three Rate: S 7.90 6,000 $ 102.10 $ 154.08 S 51.98 50.91%
8 7,000 $ 108.70 S 164.03 $ 55.33 50.90%
9 Tier One Breakover (M gal): - 8,000 $ 11530 $ 17398 $ 58.68 50.89%
10 Tier Two Breakover (M gal): 10 9,000 $ 121.90 $ 18393 S 62.03 50.89%
11 Tier Three Breakover (M gal): 999,999 10,000 $ 12850 $ 193.88 $ 65.38 50.88%
12 12,000 $ 14430 S 21378 $§ 69.48 48.15%
13 14,000 $ 160.10 $ 23368 § 73.58 45.96%
14 Proposed Rates: 16,000 $ 17590 $ 25553 § 79.63 45.27%
15 Base Charge: S 94.38 18,000 $ 191.70 $ 279.33 §$ 87.63 45.71%
16 20,000 $ 207.50 $ 303.13 § 95.63 46.09%
17 25,000 $ 247.00 S 36263 § 115.63 46.81%
18 Tier One Rate: S - 30,000 $ 286.50 $ 42213 § 135.63 47.34%
19 Tier Two Rate: $ 9.95 35,000 $ 326.00 $ 48163 $ 155.63 47.74%
20 Tier Three Rate: S 11.90 40,000 $ 365.50 S 541.13 § 175.63 48.05%
21 45,000 $ 405.00 $ 600.63 $ 195.63 48.30%
22 Tier One Breakover (M gal): - 50,000 $ 44450 S 660.13 S 215.63 48.51%
23 Tier Two Breakover (M gal): 15 60,000 $ 523.50 $ 77913 $ 255.63 48.83%
24 Tier Three Breakover (M gal): 999,999 70,000 $ 602.50 S 898.13 § 295.63 49.07%
25 80,000 $ 681.50 $ 1,017.13 S 335.63 49.25%
26 90,000 $ 760.50 $ 1,136.13 §$ 375.63 49.39%
27 100,000 $ 839.50 $ 1,255.13 $ 415.63 49.51%
28
29 Average Usage
30 6,496 $ 10537 $ 159.02 $ 53.65 50.92%

Page 4



Granite Mountain Water Co., Inc. Scheduie RU-4
Test Year Ended December 31, 2013 Rebuttal
Bill Count Page 11
Meter Size: 2" Present Proposed
Rate Code: R5 Charges Rates Rates
Present Proposed Base Charge: $ 200.00{ $ 302.00
Rate Tiers Rates Rates
Tier One Breakover (M gal): - - Tier One Rate: $ - S -
Tier Two Breakover (M gal): 40 50 Tier Two Rate: $ 6.60, $ 9.95
Tier Three Breakover (M gal): 999,999 999,999 Tier Three Rate: $ 7.90 $ 11.90
%
Number Average
Line of Billsby  Consumption Consumption Cumulative Bitls Cumulative| Consumption
No. Block Block in Block by Blocks No. % of Total Amount % of Total
1 - - - 1 1 8.33% - 0.00%
2 1 - 1,000 - - - 1 8.33% - J 0.00%
3 1,001 - 2,000 - 1,000 - 1 8.33% 0.00%
4 2,001 - 3,000 - 2,000 - 1 8.33% 0.00%
5 3,001 - 4,000 1 3,200 3,200 2 16.67% 0.65%
6 4,001 - 5,000 1 4,400 4,400 3 25.00% 1.54%
7 5,001 - 6,000 - 5,000 - 3 25.00% 1.54%
8 6,001 - 7,000 1 6,500 6,500 4 33.33% 2.85%
9 7,001 - 8,000 1 7,800 7,800 5 41.67% 4.43%
10 8,001 - 9,000 - 8,000 - 5 41.67% 4.43%
11 9,001 - 10,000 - 9,000 - S 41.67% 4.43%
12 10,001 - 12,000 - 10,000 - 5 41.67% 4.43%
13 12,001 - 14,000 1 13,100 13,100 6 50.00% 7.08%
14 14,001 - 16,000 - 14,000 - 6 50.00% 7.08%
15 16,001 - 18,000 - 16,000 - 6 50.00% 7.08%
16 18,001 - 20,000 - 18,000 - 6 50.00% 7.08%
17 20,001 - 25,000 - 20,000 - 6 50.00% 7.08%
18 25,001 - 30,000 1 28,700 28,700 7 58.33% 12.88%
19 30,001 - 35,000 - 30,000 - 7 58.33% 12.88%
20 35,001 - 40,000 2 39,250 78,500 9 75.00% 28.76%
21 40,001 - 50,000 - 40,000 - 9 75.00% 28.76%
22 50,001 - 60,000 - 50,000 - 9 75.00% 28.76%
23 60,001 - 70,000 - 60,000 - 9 75.00% 28.76%
24 70,001 - 80,000 1 79,800 79,800 10 83.33% 44.90%
25 80,001 - 90,000 - 80,000 - 10 83.33% 44.90%
26 90,001 - 100,000 - 90,000 - 10 83.33% 44.90%
27 123,300 - 123,300 1 123,300 123,300 11 91.67% 69.84%
28 149,100 - 149,100 1 149,100 149,100 12 100.00% 100.00%
366
367  Totals 12 494,400 12
368
369 Total Bills 12 Current Rates Proposed Rates
370 Units Revenue| Units Revenue
Lyl Base Charge 12 S 2,400 12 S 3,624
372 Average Number of Customers 1
373 Usage (gallons)
374  Average Consumption (gallons) 41,200 Tier One - S 4 - S -
375 Tier Two 262,200 1,731 292,200 2,907
376 Median Consumption {gallons) 13,100 Tier Three 232,200 1,834 202,200 2,406
377 Usage Totals 494,400 L 494,400
378 Revenue Totals S 5,965 S 8,938
379

Page S




Granite Mountain Water Co., inc.
Test Year Ended December 31, 2013
Typical Bill Analysis

Meter Size:
Rate Code:

Line
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Rate Schedules

Present Rates:
Base Charge:

Tier One Rate:
Tier Two Rate:
Tier Three Rate:

Tier One Breakover (M gal):
Tier Two Breakover {M gal):
Tier Three Breakover (M gal):

Proposed Rates:
Base Charge:

Tier One Rate:
Tier Two Rate:
Tier Three Rate:

Tier One Breakover (M gal):
Tier Two Breakover (M gal):
Tier Three Breakover (M gal):

$

“

$

200.00

6.60
7.90

40
999,999

302.00

9.95
11.90

50
999,999

Usage

1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
60,000
70,000
80,000
90,000
100,000

Average Usage
41,200
Median Usage
13,100

Page 6
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Present
Bill

200.00
206.60
213.20
219.80
226.40
233.00
239.60
246.20
252.80
259.40
266.00
279.20
292.40
305.60
318.80
332.00
365.00
398.00
431.00
464.00
503.50
543.00
622.00
701.00
780.00
859.00
938.00

473.48

286.46
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Proposed
8il

302.00
311.95
321.90
331.85
341.80
351.75
361.70
371.65
381.60
391.55
401.50
421.40
441.30
461.20
481.10
501.00
550.75
600.50
650.25
700.00
745.75
799.50
918.50
1,037.50
1,156.50
1,275.50
1,394.50

711.94

432.35
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Dollar

Increase

102.00
105.35
108.70
112.05
115.40
118.75
122.10
125.45
128.80
132.15
135.50
142.20
148.90
155.60
162.30
169.00
185.75
202.50
219.25
236.00
246.25
256.50
296.50
336.50
376.50
416.50
456.50

238.46

145.89

Schedule RL}-4

Rebuttal
Page 12

Percent

Increase

51.00%
50.99%
50.98%
50.98%
50.97%
50.97%
50.96% |
50.95%
50.95%
50.94%
50.94%
50.93%
50.92%
50.92%
50.91%
50.90%
50.89%
50.88%
50.87%
50.86%
48.91%
47.24%
47.67%
48.00%
48.27%
48.49%
48.67%

50.36%

50.93%
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Rebuttal Testimony of Ray L. Jones

Exhibit RLJ-RB3
Well No. 4 Pump Replacement Documentatlo(n



8:45 AM Granite Mountain Water Co., Inc.

08/13/15

Accrual Basis Account QuickReport
As of December 31, 2014
Type Date Num Name Memo Amount
101.00 - Utility Plant in Service
311.00 - Pumping Equipment
Check 08/09/2014 5683 R. W. Turner Well #4/Pump went out 9,448.52
General Journal 1213172014 JFL Remove well # 4 Pump -4,680.00
Total 311.00 - Pumping Equipment 4,768.52
Total 101.00 - Utility Plant in Service 4,768.52
TOTAL

4,768.52

Page 1 of 1



G anité"Méﬁﬁtaih Water Company Natlonal Bank of Arizona 5683
- .+ . 501 North Highway 89 . 1(:2:9 North Highway 839 .
0. P.0.Box350° R |
“*:Chino Valley, AZ 86323 . '
.Vvywwrlf;rahheMthater.com §1-sezf1z 9/9/2014 ¥
S
TOTHE.  R.W. Turner - | ¢ 944852 ;
EROF . , :
Nine Thousand Four Hundred Forty-Eight and 52/100 , DOLLARS @
R. W. Turner and Sons Pump §
and Windmill Co., Inc " £
3471 N Hwy 89 H
Chino Valley, AZ 86323 2
‘MO ' : ' g
_4 L
pNe17=0 SIGRATURE @
Granite Mountafr; Wate|i Company 5683
R. W. Turner : 9/9/2014
620.00 - Materials & Supplies:620.02 - R Well #4/Pump went out 9,448.52
National Bank - 9,448.52
Granite Mountain Water Company 5683
R. W. Turner 9/9/2014
620.00 - Materials & Supplies:620.02 - R Well #4/Pump went out 9,448.52
National Bank 9,448.52




R.W.TURNER & SONS PUMP =

AND WINDMILL CO., INC InVOIce

3471 N. HWY 89

CHINO VALLEY, AZ 86323 Date Invoice #

Phone#  928-636-2771
Fax # 078-636-8878 8/27/2014 13449
Bill To
GRANITE MTN. WATER CO.
P.0. BOX 350
CHINO VALLEY, AZ 86323
Serviced By Terms Location
WT,JC Due on receipt WELL #4
Description Qty Rate Amount
8/14/14-SERVICE CALL. CHECKED SYSTEM. PULLED PUMP
AND FOUND MOTOR LOCKED UP. REPLACED PUMP AND
MOTOR WITH NEW UNIT AND NECESSARY MATERIALS.
STARTED SYSTEM AND MONITORED FOR PROPER
WORKING OPERATION. CUSTOMER WILL CALL IN THE
MORNING TO LET US KNOW HOW EVERYTHING WENT
OVER NIGHT.
8/19/14-RETURNED TO SITE. INSTALLED NEW PUMP
SAVER, J-BOX AND NECESSARY MATERIAL. RAN
PROGRAM AND TEST RUN.
BERKELEY 6T15-75 PUMP 1 3,668.00 3,668.00T
15HP BERKELEY MOTOR 1 2,302.00 2,302.00T
3" GALV PIPE 21 9.60 201.60T
#10 Splice Kit 1 15.00 15.00T
Roll of 2" 10 Mil tape 2 7.45 14.90T
1/2" ss banding 8 2.45 19.60T
1/2" ss buckles 8 L.75 14.00T

#10 Sub. Cable 338 1.60 540.80T
Symcom 777-HVR motor saver (list price $662.00) 1 515.00 515.00T
8X8X6 Indoor Screw Cover J-Box, NEMA 1 43.50 43.50T
1" R/T PVC Flex 1 1.50 1.50T
1" Straight R/T PVC Connector 2 3.57 7.14T
#14 THHN Wire 27 0.14 3.78T

Sales Tax (9.35%)

Payment due upon receipt. After 30 days finance charges will accrue 1.5% per month or 18% per annum.

We accept Visa and Master Card. Thank You.

Total

Page 1




R W.TURNER & SONS PUMP

AND WINDMILL CO., INC Invoice
3471 N. HWY 89
CHINO VALLEY, AZ 86323 Date Invoice #
Phone # 928-636-2771
Fax#  928-636-8878 8/2712014 13449

Bill To

GRANITE MTN. WATER CO.
P.0. BOX 350
CHINO VALLEY, AZ 86323

Serviced By Terms Location
WT,JC Due on receipt WELL #4
Description Qty Rate Amount
#12 THHN Wire 35 0.19 6.65T
SUB TOTAL 7,353.47
LABOR 1,407.50 1,407.50
Sales Tax (9.35%) $687.55
Payment due upon receipt. After 30 days finance charges will accrue 1.5% per month or 18% per annum.
We accept Visa and Master Card. Thank You. Total $9,448./5’2

<
T

Page 2
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Rebuttal Testimony of Ray L. Jones

Exhibit RLJ-RB4
Well No. 6 Easement Appraisal (Executive Summary)



AN APPRAISAL REPORT
CONTAINING THE RESULTS OF
AN APPRAISAL OF AN
UNRESTRICTED EASEMENT
LOCATED AT
2475 W. SHORT SPUR TRAIL
YAVAPAI COUNTY, ARIZONA

PREPARED FOR

GRANITE MOUNTAIN WATER CO.
C/O PAUL LEVIE
P.0. BOX 350
CHINO VALLEY, ARIZONA 86323-0350

PREPARED BY

ROBERT C. HUCK, MAI
CERTIFIED GENERAL REAL ESTATE APPRAISER
CERTIFICATE NO. 30123 :

OF

HUCK APPRAISAL OFFICE
724 GAIL GARDNER WAY
PRESCOTT, ARIZONA 86305
(928) 778-7171

EFFECTIVE DATE OF VALUATION
MAY 29, 2014

DATE OF REPORT
APRIL 14, 2015




CERTIFICATION

| certify that, to the best of my knowledge and belief:
1. The statements of fact contained in this report are true and correct.

2. The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are my personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

3. | have no present or prospective interest in the property that is the subject of this
report and no personal interest with respect to the parties involved.

4. | have performed no services, as an appraiser or in any other capacity, regarding
the property that is the subject of this report within the three-year period immediately
preceding acceptance of this assignment.

5. | have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

6. My engagement in this assignment was not contingent upon developing or
reporting predetermined results.

7. My compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that favors the
cause of the client, the amount of the value opinion, the attainment of a stipulated result,
or the occurrence of a subsequent event directly related to the intended use of this
appraisal.

8. My analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal Practice.

9. | have made a personal inspection of the property that is the subject of this report.

10.  No one provided significant real property appraisal assistance to Robert C. Huck,
MAI, the person signing this report.

11.  The reported analyses, opinions, and conclusions were developed, and this report
has been prepared, in conformity with the requirements of the Code of Professional Ethics
and Standards of Professional Appraisal Practice of the Appraisal Institute.

12.  The use of this report is subject to the requirements of the Appraisal Institute
relating to review by its duly authorized representatives.

13.  As of the date of this report, |, Robert C. Huck, have completed the continuing
education program of the Appraisat Institute.




CERTIFICATION
Page Two

14.
specific valuation, or the approval of a loan.

15.

reader is referred to the appraiser's Statement of Qualifications containeq

16.

The appraisal assignment was not based on a requested minin

hum valuation, a

| hereby certify that | am competent to complete the appraisal assignment. The

1in the Addenda.

All extraordinary assumptions, hypothetical conditions and limiting conditions

imposed by the terms of the assignment or by the undersigned, affecling the analysis,

opinions and conclusions contained in this report are contained herein.
17.

the Appraiser, and if changed, the Appraiser shall have no responsib
unauthorized change. '

VALUE CONCLUSIONS

The subject property is an unrestricted easement across the property i

W. Short Spur Trail, Assessor’s Parce! # 102-09-008N in Yavapai Cour

The subject property is a portion of the property identified on the
Assessor's Tax Roll as Assessor's Parcel # 102-09-008N. The legal d
property is a Metes and Bounds described parcel in Section 30, To
Range 2 West, of the Gila & Salt River Base & Meridian, Yavapai Coun
parcel is referred to in this appraisal as the ‘larger parcel’. This parc
acres or +61,034 square feet. It is improved with a single family rs
outbuildings and miscellaneous site improvements.

The subject easement is a portion of the larger parcel. It contains
+44 594 square feet, outbuildings and site improvements as described
does not contain a portion of the land area contained in the larger pare

No change of any item of the appraisal report shall be made by a

yone other than
lity for any such

Hentified as 2475
ty, Arizona.

Yavapai County
escription for the
wnship 15 North,
ty, Arizona. This
el contains +1.40
psidence, several

+1.024 acres or
in this report. It

cel or the existing

By reason of my investigation and having given careful consideration
affect real estate value, | have concluded the following retrospective
unrestricted easement, 'As Is', as of May 29, 2014:

single family residence on this parcel.
trj

EIGHTY THOUSAND DOLLARS
($80,000)

the factors which
arket value of the



CERTIFICATION
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The conclusions of this appraisal are subject to the Standard Assumptions and Limiting
Conditions contained in the Addenda of this report. In addition, the conclusions are also
made in consideration of the following Extraordinary Assumptions and/or Hypothetical
Conditions, as discussed in the report:

1. The appraiser notes that the date of valuation is May 29, 2014, the date the subject
easement was recorded in the Yavapai County Recorder’s Office. However, the
date of the formal inspection of the property is April 14 2015. Itis an extraordinary
assumption of this appraisal that the nature of the property as of the date of
valuation was substantially consistent with the nature of the property on the date
of the formal inspection.

I hereby disclose that | personally inspected the subject property on April 14, 2015. No
one provided significant real property appraisal assistance to Robert C. Huck, MAI, the

person signing this report.

| hereby certify that | have no interest, present or prospective, in the subject property, and
that the appraisal assignment was not contingent upon the development or reporting of a
predetermined value or direction in value that favors the cause of the client, the amount
of the value opinion, the attainment of a stipulated result, or the occurrence of a
subsequent event directly related to the intended use of this appraisal. | further certify
that to the best of my knowledge and belief, the statements and opinions contained in the
appraisal are correct, subject to the limiting conditions expressed herein.

a@auy submitted,
;s
et O f s

Robert C. Huck, MAI
Certified General Real Estate Appraiser
Certificate No. 30123



SUMMARY OF CONCLUSIONS

PROPERTY NAME:

PROPERTY LOCATION:

PROPERTY TYPE:

ASSESSOR'S PARCEL #:

EFFECTIVE DATE OF VALUE:

DATE OF REPORT:
ZONING:
EASEMENT:

STRUCTURES:

HIGHEST AND BEST USE,

As Vacant:
As Improved:

EXPOSURE TIME:

VALUE ESTIMATE OF SUBJECT EASEMENT:

Granite Mountain Short Spur Easement
2475 W. Short Spur Trail, Yavapai Count
Unrestricted Easement

Portion of 102-09-008N (Yavapai)
May 29, 2014

April 14, 2015

Yavapai County R1L-35

+44 594 Square Feet or 1.024 Acres
Building #1:
Building #2:

Building #3:
Building #4:

702 SF
128 SF
64 SF
65 SF

y, Arizona

Single Family Residential Lot or Open Space
Single Family Residential/Water Company Use

N/A

$80,000




Granite Mountain Water Company, Inc.
Docket No. W-02467A-14-0230
Rebuttal Testimony of Ray L. Jones

Exhibit RLJ-RBS5S
Tank No. 3 CWIP Documentation




8:41 AM
08/13/15

Accrual Basis

Granite Mountain Water Co,, Inc.
Account QuickReport

All Transactions

Type Date Num Name Memo Amount

105.00 - Construction Work in Progress

105.03 - Water Tank #3 (50K Gallons)
Check 05/25/2011 1608 Glen Vortherms Engineering Plans & Report/As-Builts Tank #3 900.00
Check 07/05/2011 1629 Arizona Dept of Environmental Quality ADEQ Engineering Review GMW(C [Tank #3 Addition 800.00
Check 07/27/2011 1652 American Express Postage-ADEQ Tank #3 Engineering Review Packet 11.44
Check 07/27/2011 1652 American Express A&E Repographics (5) Copies of Erlg Plans for Tank #3 92.82
Check 05/22/2014 5555 Yavapai County Development Services Building Permit Fees 465.00
Check 06/18/2014 5589 Yavapai County Development Services Tank Permit 415.00
Check 09/12/2014 5688 David Larson Draw #1 Tank Construction 6,300.00
Check 09/19/2014 5703 David Larson Draw #2 Tank Construction 6,300.00
Check 02/09/2015 5873 Chapman Electric 50k Gal Water tank 34,225.00
Check 04/17/2015 5954 Chapman Electric 50k Gal Water tank Sales tax Payaljle 2,800.13
Check 07/30/2015 6056 Chapman Electric Draw 2 and Materials 28,770.32
Total 105.03 - Water Tank #3 (50K Gallons) 81,079.71
Total 105.00 - Construction Work in Progress 81,079.71
TOTAL 81,079.71

Page 1
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Exhibit RLJ-RB6
Updated Staff Schedules Used as Company Workpaper
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Granite Mountain Water Co., Inc.
Docket No. W-02467A-14-0230
Test Year Ended December 31, 2013

Schedule TBH GM-20c
Company Workpaper

OPERATING INCOME ADJUSTMENT NO. 8 - ALLOCATIONS DISALLOWED

[A] [B] ]
LINE COMPANY STAFF STAFF

NO. DESCRIPTION ASFILED | ADJUSTMENTS | AS ADJUSTED

1 |Salaries and Wages $179,965 ($17,444) $162,521

2 |Salaries and Wages - Officers 31,700 (4,673) 27,027

3 {Purchased Power 24,401 (46) 24,355

4 |Chemicals 425 0 425

5 |Repairs and Maintenance 8,899 (124) 8,775

6 |Office Supplies & Expense 30,594 (2,804) 27,790

7 |Rents 0 0 0

8 |Contractual Services 11,457 (1,232) 10,225

9 |Transportation Expenses 24752 (7,380) 17,372

10 |Insurance - General Liability 8,964 (1,058) 7,906

11 |Insurance - Health and Life 2,667 0 2,667

12 [Miscellaneous Expenses 8,848 (2,301) 6,547

13 [Payroll Taxes 0 (1,539) (1,539)

14

15

16 |Salaries and Wages

17 Non-regulated salaries and wages ($17,444) (817,444)

18

19 |Salaries and Wages - Officers

20 Pay adjusted to reflect actual time worked $0

21 Duties assigned to office manager (4,673) (4,673)

22

23 |Purchased Power

24 To adjust for late fees (346) ($46)

25

26 |Repairs and Maintenance

27 To adjust for personal expense ($124) ($124)

28

29 |Office Supplies & Expense

30 Interest and Late Fees ($44)

31 Mrs. Levie Phone & Charges, Collect Calls, Paul International Call & Plan (1,888)

32 Meals (218)

33 Miscellaneous Personal Expenses (524)

34 2010 Expense (130) ($2,804)

35

36 (Contractual Services

37 Legal Fees for Fire ($1,232) ($1,232)

38

39 [Transportation Expenses

40 Gas Reimbursement $100 per month - Company no longer providing ($800)

41 Personal Use Purchases - Tires (2,497)

42 Out of State Gasoline Purchase (2,229)

43 Bulk Delivery of Gasoline to Paul's Home (530 gallons) (1,854) (87,380)

44

45 |Insurance - General Liability

46 Remove Vehicle AZ-1 TBH 1.39 Unregulated Associated Co. ($1,058) ($1,058)

47

48 |Miscellaneous Expenses

49 Gifts ($1,559)

50 Meals (683)

51 Donations (60) ($2,301)

w
(¥




Granite Mountain Water Co., Inc.
Docket No. W-02467A-14-0230
Test Year Ended December 31, 2013

OPERATING INCOME ADJUSTMENT NO. 8 - 4-FACTOR ALLOCATION CALCULATION

Note: Antelope Lakes shown for refernece only, not used in cost allocation model.

Weight 2.5x Weight 2.5x Weight Ix
Customer | Customer
Customer | Customer| Count Count % Gross Gross | Simplified

Line Count Test| Count % 2018 2018 Plant in Plant in | Alllocation
No. Company Year Test Year | Projected | Projected | Service | Service % | Factor %

1 Antelope Lakes 2 2 $116,938

2

3 Chino Meadows 899 88.14% 899 85.86% 795,909 47.90% 80.5%

4 Granite Mountain 121 11.86% 148 14.14% 865,831 52.10% |  19.5%

5 Total 1,020 1,047 $1,661,740 100.0%

6

7

8

Schedule TBH GM-20e
Company Workpaper



Granite Mountain Water Co., Inc.
Docket No. W-02467A-14-0230
Test Year Ended December 31, 2013

Schedule TBH GM-20g
Company Workpaper

OPERATING INCOME ADJUSTMENT NO. 8 - ALLOCATIONS OFFICER’S SALARIES CALCULATION

[A]
LINE Officer Salary
NO. DESCRIPTION Hours worked per month
1 Supervision and management of company personnel 12
2 Oversight of company operations 6
3 Provide strategic direction 6
4 Review company financial data including payables, receivable, revenue and expenses 12
5 Provide legal representation for Company 8
6 Review payroll and sign checks 4
7 Review and authorize all vendor payments 4
8 Acquire regulate and oversee company loans and long-term debts 8
Meeting with operations management to review capital program and address operational issues and ensure

9 proper facilities and equipment are available 20
10 Develop and review company processes and procedures to ensure regulatory compliance
11 Review & advise Company on manuals such as employee handbook & emergency response manual 1
12 Total Monthly Hours 89
13
14 Caluclated Salary - Monthly Hours * §36.25 * 12 months 38,715.00
15 Actual Salary 37,700.00
16
17 Lower of Calculated Salary and Actual Salary $37,700
18 Less Additional Increase for Operations Manager from 2013 to 2014° (4,673)
19 Adjusted Officers Salary $33,027
20 |' Based on Annual Salary of Mr. Levie (Half Time Employee) $31,700 for Chino Meadows and $6,000 for Granite Mountain =
21 |$37,700. Annual Salary / 1,040 hours per year (52 weeks x 20 hours per week) = Hourly Rate of $36.25
22 |” Operations Manager's Salary for 2013 was $50,683 and for 2014 was $55,356. The additional increase is $4,673.

References:
Column [A] : Per DRs CM TBH 1.26.g, CM TBH 2.12, CM TBH 3.7 and GM TBH 2.5
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Granite Mountain Water Company, Inc.
Docket No. W-02467A-14-0230
Rejoinder Testimony of Ray L. Jones
Page iii

EXECUTIVE SUMMARY

M. Jones responds to the surrebuttal testimony of the Arizona Corporation Commission’s

Utilities Division Staff. Mr. Jones addresses the allocation of costs between Chino and Granite

and differences in post-test year plant positions.

The Company’s proposed revenue requirements, associated rate increases and all other positions

are unchanged from its rebuttal testimony.
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I INTRODUCTION

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE
NUMBER.

A. My name is Ray L. Jones. My business address is 18835 North Thompson Peak
Parkway, Suite 215, Scottsdale, AZ 85255, and my business phone is (623) 341-4771.

Q. ARE YOU THE SAME RAY L. JONES WHO PREVIOUSLY SUBMITTED
REBUTTAL TESTIMONY IN THIS DOCKET??

A. Yes.

II RESPONSE TO STAFF’S SURREBUTTAL TESTIMONY

Q. HAVE YOU REVIEWED STAFF’S SURREBUTTAL TESTIMONY IN THIS
CASE?

A. Yes, [ reviewed the testimony provided by Teresa B. Hunsaker and Dorothy Hains.
Cost Allocation Issue

Q. WHAT WAS YOUR ASSESSMENT OF STAFF’S SURREBUTTAL POSITION
REGARDING COST ALLOCATIONS BETWEEN GRANITE AND CHINO?

A. Staff’s surrebuttal position includes some movement on the cost allocation between

Chino and Granite toward the position advocated by the Company. The revenue
requirement and required rate increase for Granite recommended by Staff are
appropriately lower to reflect this change in cost allocation. However, as I discuss at
greater length in my Chino Rejoinder Testimony in Docket No. W-02370A-14-0231,
Staff did not update Chino’s recommended revenue requirement, which remains

unchanged from its direct testimony, to reflect these changes in its position.

In the end, Staff’s surrebuttal testimony is nothing more than a collection of seemingly

reasonable responses to the Company’s rebuttal position—actually wholly ignored—
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which ultimately produce the absurd outcome where Staff’s seemingly reasonable
response leave the combined operations of Chino and Granite worse off than if Staff had

not “updated” its position.

Q. WOULD YOU EXPLAIN?
As more fully explained in the Company’s rebuttal testimony, the Company’s most
significant overall concern is the allocation of common costs between Chino and Granite.
The Company has historically allocated costs based on customer counts, which are
currently 88% Chino 12% Granite. Staff’s direct position, allocating only 70.12% of
costs to Chino and 26.93% to Granite, dramatically shifted a very significant $49,006 in
costs and related revenue from Chino. The Company was concerned with this shift
because Granite has fewer customers, lower water sales, higher levels of plant investment
and higher rates. Shifting costs to Granite would create revenue instability for the water
companies as a whole. Since Granite’s water sales are only 15.5% of the combined total
sales for Chino and Granite, each $10,000 shift in costs lowers rates for Chino by about
$0.25 per 1,000 gallons while increasing rates in Granite by about $1.06 per 1,000
gallons. Due to this disparate impact to rates, aggressive shifting of costs to Granite is
certain to increase revenue instability because Granite would almost certainly under-

collect its authorized revenue by a significant magnitude.

Staff has responded to the Company’s concerns by altering its cost allocation model to
allocate more costs to Chino and fewer to Granite. Staff’s current recommendation is
74% to Chino and 25% to Granite. This recommendation results in an additional $10,634
in expense allocated to Chino compared to Staff’s original recommendation. This, on its
face, appears to at least partially address the Company’s cost allocation concerns.
However, because Staff failed to increase Chino’s revenue requirement to recover these

additional expenses, neither Chino nor Granite will be able to recover these expenses. So
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instead of Granite being unlikely to recover $10,634 in common expenses, Staff would
instead guarantee that neither Granite nor Chino would recover these $10,634 in common
expenses. The net effect of Staff’s incomplete allocation would be to make the

combined operations of Chino and Granite are worse off.

WHY IS THIS COST ALLOCATION ISSUE IMPORTANT TO CHINO AND
GRANITE?

Chino and Granite are both small companies facing the numerous challenges and issues
faced by small companies throughout Arizona. Like other small water companies, Chino
and Granite need to be properly positioned for consolidation and, until that can occur,
they need to remain viable and have sufficient earnings to encourage investment in

infrastructure.

Chino has increased rates by less than one percent over the past 20 years and is only
requesting a modest increase in this case. In contrast, Granite is attempting to recover
significant investment in new plant and is facing a large rate increase. Staff proposes to
keep Chino rates unchanged by significantly shifting costs to Granite. Both Chino and
Granite need sufficient revenue to allow for future improvements and attract new

investment into their water systems.

The abrupt cost shift from Chino to Granite proposed by Staff will destabilize the revenue
of both companies, further reduce the common operation’s ability to cover its common
expenses, and further harm the operations of both Chino and Granite. Ultimately, the
proposed cost shift could impair the Companies’ ability to implement the operational

improvements desired by Staff and committed to by the Companies.

Lastly, Staff’s proposal moves the companies contrary to industry trends. The

Commission and industry are exploring ways to encourage consolidation and to make it
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easier for small water companies to be acquired by larger, better capitalized companies.
Even California has taken steps to improve the financial health of its small water
companies and make them more attractive for new investment. Unfortunately, the cost
shift embedded in Staff’s recommendation runs contrary to these Commission, industry,
and neighboring-state regulatory policies.

Post-Test Year Plant Costs

Q. HAVE THE PARTIES MADE ANY PROGRESS REGARDING THE DISPUTED
COST FOR THE EASEMENT, STRUCTURES, AND WELL PURCHASED FOR
WELL NO. 6?

A. Unfortunately no. Staff surrebuttal position actually decreases its cost for Well No. 6 by
$7.768.

Q. WHAT CAUSED THIS REDUCTION BY STAFF?
A. Staff appears to have selectively applied information from the appraisal provided by the
Company to reduce the value of certain items while ignoring the remainder of the

appraisal.

Q. IS THE COMPANY UPDATING ITS POSITION ON WELL NO. 6 COSTS?
A. No. The Company continues to request recovery of the $75,000 actually paid to acquire
Well No. 6, which is less than the $80,000 appraised value of the acquired property and

equipment.

Q. HOW WOULD YOU DESCRIBE STAFF’S APPROACH TO DETERMINING
THE COST OF WELL NO. 6?

A. Staff seems to have tried to arrive at the lowest possible supportable cost without
consideration of the specific circumstances of this well purchase. Staff calculates a

theoretical minimum easement area without consideration of the need to drill a
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replacement well in the future. Staff further discounts the value of outbuildings that were
pre-existing on the property, of no use to the previous owners, and that the Company
intends to use to support its operations. While I understand the need to assure that the
Company’s customers are not subsidizing an affiliate, in this case Staff’s approach vastly
oversimplifies a very complex situation and fails to reflect the value that this well
provides to the Company and its customers. Ultimately, Staff has valued an existing
well— known to produce high-quality water in sufficient quantity to support Granite
Mountain’s needs— together with a well house and all required land rights for both the
well and connecting water lines at an unrealistically low $29,432. This is less than the
$32,625 cost estimate to drill a new well (not including necessary hydogeologic studies
and permitting) received from Drill Tech, which would not be guaranteed to provide
adequate, high-quality water. Effectively, Staff has assigned a negative value to the total

of three positive factors:

1. Unlike a new well in another location, the acquired well is known to produce
sufficient quantities of high quality water;

2. To drill a new well, the Company would have to acquire land for the well and
associated water lines. The actually-acquired land provides room for one well,
with adequate room to drill additional or replacement wells and to run water lines;

3. The existing buildings will be used to support the Company’s operations.

CAN YOU FUTHER EXPLAIN THE BASIS FOR THESE POSITIVES, WHICH

STAFF VALUES NEGATIVELY?

To understand the Company’s position it is first necessary to understand the challenge

facing the Company. It is not easy to develop a new water supply in the Company’s

service area. The prospect of drilling a new well is daunting. First a suitable site must be

located that is both likely to produce water and, to get a well drilling permit from ADWR,
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the proposed well cannot negatively impact any existing wells. The Company was not
able to locate such a site at any price. Next a well must actually be drilled and there is no
guarantee of success. The Company estimated the cost of drilling at $32,625 based on an
estimate provided by Drill Tech. This cost could easily escalate, potentially doubling or

even tripling, if an initial effort was unsuccessful.

Ultimately the Company became aware of the Well No. 6 property. The property had
gone through foreclosure and was listed by Federal National Mortgage Association for
$185,000. Granite Mountain believed that the property could be purchased for $155,000.
However Granite Mountain did not have $155,000 and could not borrow or otherwise
secure $155,000 to purchase the property. But, a purchase had to be done quickly,
because the property was “bank owned” and would not likely remain long on the market.
Furthermore, Granite Mountain was not in a position to take the risk associated with
purchasing a bank-owned property, which would be sold as-is and subject to liens, claims

and damages without recourse to the seller, Federal National Mortgage Association.

Because the Company’s need for the well was so great and because the time to acquire
the property was short, as an accommodation to her father, Shauna Duke and her
husband, Jonathan Duke, purchased the property from the Federal National Mortgage
Association for $155,000. The Duke’s purchased the property solely to allow Granite

Mountain to use the well.

The Duke’s and the Company placed a value of $75,000 on an easement that would allow
Granite to permanently use the well, the well house and portions of the property for water
utility purposes. In agreeing to the $75,000 purchase price, the Company took into

consideration the following:
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The difficulty in finding suitable sites within Granite’s service area to drill potable

wells that will produce an adequate quantity and quality of water.

The fact that Well No. 6 is known to provide water of suitable quantity and

quality for use as a potable water supply.

The lack of other suitable and available parcels within Granite’s service area with

an existing well of suitable quantity and quality for use as a potable water supply.

The Company’s inability to finance the purchase a well or well site in advance of

placing the well into service and obtaining regulatory recovery.

The Company’s inability to finance the full purchase price of the property on
which Well No. 6 was located, particularly in the short time frame available to

close a purchase of the bank owned property.

The willingness of the Duke’s to purchase the bank owned property containing
the existing Well No. 6 and grant an easement to Granite Mountain that

substantially devalues the underlying property.

The willingness of the Dukes to grant the easement at a significant discount to the

full purchase price and market value of the property.

The willingness of the Dukes to accept deferred payment terms for the value of
the easement more closely aligned with the Company’s ability to finance and

recover the costs of the easement.
The comparable cost of drilling and developing a new well.
The price paid by the Duke’s for the underlying property.

The market value of the property, including the existing well.
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Due to the inherent value of the well and the significant encumbrance to the property, it is
very unlikely thét any property owner, other than a relative, would ever grant an
easement such as was given to Granite Mountain by the Dukes for less than the full
market value of the property. In this case, transacting with an affiliate provided

substantial benefits to the regulated utility.

The Company’s reference to a “significant discount to the full purchase price” compares
the $75,000 to be paid for the easement in the affiliate transaction, which no unrelated
third party would likely accept, to the $155,000 purchase price for the property paid by
the Dukes.

Effectively, the Company saved $80,000 over the minimum price that the Company
would have needed to pay even if it could have raised $155,000. This was clearly in its
customers’ interest. Another reason that the purchase was in the customers’ interest is
that the purchase allowed use of a badly needed well that could not have been otherwise
constructed. If a third party had purchased the property, it may have been impossible to

obtain the well site at any price.

Based on the foregoing, the $75,000 paid by the Company for the easement and well is an
extremely fair price paid for an existing well with proven water production of drinking
water quality. The amount paid is supported by a real estate appraisal supporting a cost

for $80,000. The full $75,000 should be included in the Company’s rate base.

Q. WHAT IS THE STATUS OF TANK NO. 3?
A. The Company continues to expect to complete the tank in the next couple of months and
requests inclusion of the cost a post-test year plant. Staff continues to oppose the

inclusion of costs for the tank.
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Other Issues
Q. HAS THE COMPANY UPDATED ITS POSITION FROM ITS REBUTTAL
TESTIMOMY?

A. The Company’s position is unchanged.

Q. WHAT ARE THE CURRENT AREAS OF DISAGREEMENT BETWEEN STAFF
AND THE COMPANY?
A. The Company opposes Staff Rate Base Adjustment No. 3 removing 10% of the cost of

$96,432 of plant in service from rate base by increasing the Company’s CIAC balance by
$9.,643.

There are three areas of disagreement between the Company and Staff regarding
expenses. First, as discussed above, the Company and Staff are recommending different
allocation percentages between Chino and Granite. Second the parties disagree on the
salary level of Mr. Levie. Lastly the Company and Staff propose differing levels of
depreciation expense due to the differing levels of CIAC (Rate Base Adjustment No. 1).
Also in regard to depreciation expense, Staff appears to have under calculated
depreciation expense for pumping equipment by overstating the amount of fully

depreciated plant by the amount of a post-test year retirement.

The Company and Staff are in agreement regarding the methodology for calculating the
level of working capital and property tax expense. Staff still appears to be using
corporate income tax rates while the company uses personal income tax rates to calculate
income tax expense. Since the Company and Staff disagree on their revenue and expense

recommendations the specific recommendations for these items are different.

The Company continues to be concerned that Staff’s proposed rate design inappropriately

shifts revenue from the base charge to both second and third tier commodity charges.
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The parties have not altered their positions on penalties, a recommended code of conduct,

and related recommendations. Accordingly, several additional items remain in dispute.

Q. DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY?
A. Yes.




BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

DOUG LITTLE, Chairman
BOB STUMP

BOB BURNS

TOM FORESE

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-02467A-14-0230
GRANITE MOUNTAIN WATER COMPANY,
INC. FOR APPROVAL OF A RATE INCREASE

SUPPLEMENTAL DIRECT TESTIMONY
OF
RAY L. JONES
ON BEHALF OF
GRANITE MOUNTAIN WATER COMPANY, INC.
JANUARY 21, 2016




O 0 1NN B W

— et
N = O

13
14
15

16
17
18
19

20
21
22
23
24
25

Granite Mountain Water Company, Inc.
Docket No. W-02467A-14-0230
Supplemental Direct Testimony of Ray L. Jones

Page 1 of 5
SUPPLEMENTAL DIRECT TESTIMONY
‘ OF
RAY L. JONES
ON BEHALF OF
GRANITE MOUNTAIN WATER COMPANY, INC.
JANUARY 21, 2016

| INTRODUCTION
Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TELEPHONE

NUMBER.
A. My name is Ray L. Jones. My business address is 18835 North Thompson Peak

Parkway, Suite 215, Scottsdale, AZ 85255, and my business phone is (623) 341-4771.
Q. ARE YOU THE SAME RAY L. JONES WHO PREVIOUSLY SUBMITTED

TESTIMONY IN THIS DOCKET?
A. Yes.
II LATE FILED EXHIBITS
Q. PLEASE SUMMARIZE THE LATE-FILED EXHIBITS SUBMITTED BY THE

COMPANY IN THIS CASE?
A. On November 30, 2015, the Company filed the following late-filed exhibits:

Post-hearing Exhibit A-3

This exhibit contains an accounting report showing affiliated receivables from
12/31/2013 to 11/13/2015 and a report from the Company’s billing system
showing payment history on four accounts of Daniel (Danny) Levie for the
period 1/1/13 to 11/25/15.

Post-hearing Exhibit A-4
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This exhibit is an accounting report and supporting documentation showing
deposits and transactions for the WIFA Loan Bank Account required by
Decision No. 74384.

Post-hearing Exhibit A-3

Q. PLESE DESCRIBE THE ACCOUTING REPORT INCLUDED AS PART OF
EXHIBIT A-3.

A.  This report shows all transactions related to receivables from entities affiliated with The
Company from the period 12/31/13 to 11/13/15. The report contains accounts for the

following affiliates:

e Chino Meadows II Water Co.

e Antelope Lakes Water Co.

e GFL CMI Tract B Water Line (Loan to Mr. Paul Levie)
e PDL Trust (Loan to trust controlled by Mr. Paul Levie)

e Zooki, LLC

Q. WHAT DOES THE ACCOUNTING REPORT INDICATE REGARDING THESE
ACCOUNTS?

A. The report indicates that the receivables from the three non-water company affiliates have
been paid in full. More specifically, the loan to Mr. Levie for the Tract B Water Line and
the loan to Mr. Levie’s trust were paid in full on 12/5/14. The amount due from Zookie,
LLC was paid in full on 11/13/15. With the payment in full of these three receivables,

Granite Mountain has no further amounts receivable from non-water company affiliates.

With respect to the receivable from Chino Meadows II Water Co., the report indicates
that Chino Meadows has reduced the outstanding balance from $19,891.00 to $9,239.98

over the course of the period covered by the report.
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With respect to the receivable from Antelope Lakes Water Co., the report indicates that

the amount receivable is unchanged at $8,782.46.

Q. DOES THE COMPANY HAVE ANY RECEIVEABLES FROM AFFILIATES
THAT ARE NOT REFLECTED ON THE ACCOUNTING REPORT?
A. Except for current customer receivables for customer accounts held by Mr. Levie and his

immediate family, there are no other receivables from affiliates.

Q. PLESE DESCRIBE THE BILLING SYSTEM REPORT INCLUDED AS PART OF
EXHIBIT A-3.
A. This report shows the billing and payment history for four customer accounts held by Mr.

Daniel (Danny) Levie. The accounts are:

e 80.001.02 — Granite Mountain Stables

e 81.002.01 — Daniel P. Levie (2400 Shane Drive)

e 80.012.00 — Daniel P. Levie (7280 N. Stable Lane)
e 80.002.01 — Daniel P. Levie (2480 Shane Drive)

Q. WHAT DOES THE BILLING SYSTEM REPORT INDICATE REGARDING
THESE ACCOUNTS?
A. The report indicates that all four accounts are current and that the accounts have a history

of regular payments made in accordance with the Company’s tariff requirements.

Post-hearing Exhibit A-4
Q. PLESE DESCRIBE THE ACCOUTING REPORT INCLUDED AS PART OF

EXHIBIT A-4.
A. This report shows all transactions related to a bank account used for payments on the

Company’s WIFA loan as required by Decision No. 74384.
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Q.

100

DOES THE REPORT INDICATE THAT THE COMPANY IS IN COMPLIANCE
WITH THE REQUIREMENTS OF DECISION NO. 74384?

Yes. The Company began making regular monthly deposits as required by Decision No.
74384 in November of 2014. In September of 2015, the Company made a deposit for
amounts required for the period May 2014 through October 2014. As of the date of the
report, the Company had made deposits as required for the period from May 2014
through October 2015. All withdrawals from the account are for WIFA loan payment or

for fees charged by the bank. The Company is in compliance with Decision No. 74384.

POST-TEST YEAR PLANT - STORAGE TANK NO. 3

HAS THE COMPANY COMPLETED CONSTRUCTION OF STORAGE TANK
NO.3 AND PLACED THE TANK INTO SERVICE?

Yes. The Company completed construction of the tank, including disinfection and
receipt of satisfactory bacteriological test results on November 16, 2015. On December
3, 2015, the Arizona Department of Environmental Quality issued an Approval to
Construct (“AOC”) for Storage Tank No. 3. A copy of the AOC is attached as Exhibit A.

On December 5, 2015, the Company placed Storage Tank No. 3 into service.

WHAT WAS THE FINAL COST OF STORAGE TANK NO. 3?
The final cost of Storage Tank No. 3 is $106,043.13. A full summary of the costs with

supporting invoices is attached as Exhibit B.

DOES THE FINAL COST OF STORAGE TANK NO. 3 INCLUDE ANY
UNNECESSARY COSTS DUE TO THE NEED TO HIRE A SECOND
CONTRACTOR TO FINISH CONSTRUCTION OF THE TANK?

As indicated on Exhibit B, the Company was able to obtain a refund in the amount of

$18,925 from the original contractor for unfinished work and their failure to complete the
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tank in a timely manner. The Company believes that with the inclusion of this credit,
most, if not all, of the unnecessary or duplicate costs of constructing the tank were

eliminated.

However, in order to be certain there are no duplicate costs and to address Staff’s concern
regarding this issue, as shown on Exhibit B, the Company has reduced the cost of the
tank by $3,820.45. The reduction of $3,820.45 lowers the tank construction costs to the
original bid of $93,650.00, eliminating any possibility of duplicate costs. After the cost
reduction, the cost of Storage Tank No. 3, including engineering, construction and

miscellaneous items is $102,222.68.

WHAT IS THE AMOUNT OF POST-TEST YEAR PLANT REQUESTED BY
THE COMPANY FOR STORAGE TANK NO. 3?

The Company is requesting inclusion of $102,222.68 in post-test year plant costs for
Storage Tank No. 3.

UPDATED SCHEDULES

HAS THE COMPANY PREPARED UPDATED SCHEDULES DETALING ITS
CURRENT POSITION, INCLUDING $102,222.68 IN POST-TEST YEAR PLANT
FOR STORAGE TANK NO. 3.

Yes. A full set of schedules detailing the Company’s current position are attached as

Exhibit C.

DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT TESTIMONY?
Yes.
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~ ARIZONA DEPARTMENT

OF .
ENVIRONMENTAL QUALITY

Douglas A. Ducey ' Misael Cabrera
Governor : Director

APPROVAL OF CONSTRUCTION

Project Description: Granite Mountain Water Storage Tank. AOC permit is for
installation of 1-50,000 gallon water storage tank and
associated yard piping.

Location: Prescoit, AZ
Project Owner: Granite Mountain Water Company
Address: P.O. Box 350, Chino Valley, AZ 86323

The Arizona Department of Environmental Quality (ADEQ) hereby issues an Approval
of Construction for the above-described facility based on the following provisions of
Arizona Administrative Code (A.A.C.) R18-5-507 et seq.

On November 17, 2015 GilenLee Vortherms, P.E., certified that the project was built
according to the as-built plans and specifications and ADEQ’s Certificate of Approval to
Construct. ' :

On July 27, 2011 ADEQ issued a Certificate of Approval to Construct for the referenced
project.

This Approval of Construction authorizes the owner to begin operating the above-
-described facilities as represented in the approved plan onfile with the ADEQ. Be
advised that A.A.C. R18-4-203 requires the owner of a public water system to maintain
and operate all water production, treatment and distribution facilities in accordance with
ADEQ Safe Drinking Water Rules.

SA3
PWS No.:13150
LTF No.: 63268 QZ )
oAt Ma o . [ &/3 / /&
Fakmida Maula, P.E. Date Approved
Engineering Review Unit
- Drinking Water Section

¢: ADEQ File No.: 20110161
Yavapai County Health Department
AZ Corporation Commission
GlenLee Vortherms, P.E.

Main Office Southern Reglonal Office
1110 W. Washington Street » Phaenix, AZ 85007 400 W. Congress Street » Suite 433 » Tucson, AZ 85701 www.azdeq.gov
(602) 771-2300 {520) 628-6733 printed on recycled paper
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RIGHT TO APPEAL INFORMATION

The Arizona Department of Environmental Quality's review of this application was
subject to the requirements of the licensing time frames (“LTF”) statute under
Arizona Revised Statutes (“A.R.S.”) § 41-1072 through § 41-1079 and the LTF rules
under Arizona Administrative Code (“A.A.C.") R18-1-501 through R18-1-525. This
Notice is being issued within the overall time frame for your application.

ADEQ hereby approves your application for Approval of Construction Drinking Water
Facilities under A.R.S. § 49-351. Your copy of the Approval of Construction Permit
is on the reverse side of this Right to Appeal Information sheet.

This decision is an appealable agency action under A.R.S. § 41-1092. You have a
right to request a hearing and file an appeal under A.R.S. § 41-1092.03(B). You
must file a written Request for Hearing or Notice of Appeal within 30 days of your
receipt of this Notice. A Request for Hearing or Notice of Appeal is filed when it is
received by ADEQ’s Hearing Administrator as follows:

Office of Administrative Counsel _
Arizona Department of Environmental Quality
1110 W. Washington Street

Phoenix, AZ 85007

The Request for Hearing or Notice of Appeal shall identify the party, the party’s
address, the agency and the action being appealed and shall contain a concise
statement of the reasons for the appeal. Upon proper filing of a Request for Hearing
or Notice of Appeal, ADEQ will serve a Notice of Hearing on all parties to the appeal.
If you file a timely Request for Hearing or Notice of Appeal you have a right to
request an informal settlement conference with ADEQ under A.R.S. § 41-1092.06.
This request must be made in writing no later than 20 days before a scheduled
hearing and must be filed with the Hearing Administrator at the above address.

Please contact Steven J Vevang at (602) 771-4648 or sv4@azdeq.qgov if you have
questions regarding this Notice or the Certificate of Approved of Construction.



Granite Mountain Water Company, Inc.
Docket No. W-02467A-14-0230
Supplemental Direct Testimony of Ray L. Jones

Exhibit B
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YAVAPAI COUNTY RECEIPT #: 14 00002027 e

- e
J -

By: Cash Date
ARDEN BARNEY 4/15/2014 Xotal Amount Paid
GRANITE MOUNTAIN WATER COMPANY $100.00
PO BOX 350 : .
APPLE  A12014001030 PERMIT# PARCEL# 102-14-037

Account Amount
BS Building Permit Revenue (3 100.00)




‘i,;’ii

4/10/2014

Arden Barney **100.00

O ne H und red a nd 00/ 1 0 0 R RARRARR SR IR AN AR AR IAAT R NTRR N RTEREXIARTRE KRR KRR IRRERRRRR KR ENAE IR R IR AR R RS Fd e Ndod doddede s iR w s

Arden Barney

BS Building Permit for 3rd water tank 50,0000

Arden Barney 4/10/2014
105.00 - Construction Work in Progress:1 BS Building Permit for 3rd water tank 50,0000 100.00
National Bank BS Building Permit for 3rd water tank 50,0000 100.00

Arden Barney 4/10/2014
105.00 - Construction Work in Progress:1 BS Building Permit for 3rd water tank 50,0000 100.00

National Bank BS Building Permit for 3rd water tank 50,0000 100.00
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,abai County — Planning & Design Review Division

”

APPLICATION FORM

APPLICANT

Project Name:

Assessor’s Tax Parcel Number(s):
102-14-037

Property Owner:
Philips Living Trust
Mailing Address:
PO Box 350

City:

Chino Valley

Applicant/Agent: (Circle One)
Paul D, Levie

Mailing Address:
PO Box 350
City:

Chino Valley
State:

AZ

Zip Code:

86323

Phone:
928-778-2600

Fax: 928-6360684
E-mail: Arden@leviegroup.com

Phone:
928-778-2600

Fax: 9278-636-0684

E-mail: Arden@leviegroup.com
pst:

additional 50,00 gal Water storage tank

I hereby certify that the information submi
knowl&ilge‘“a"nd thatTs

tted on this application is complete and accurate to the best of my
the owner gr authorized agent of the same as stated in the attached documentation.

Date:




5555

Ly
),’(( COUNTY - Planning & Des;
e T

PPLICANT: Py ul D. Levie

G D). Levi PARCEL # 102-14-037
X__1)

A Mandatory Pre-applicati

(&
gn Review Division

'on meeting with the Deveiopment Services Representatives on
(DATE) ;
X _2) Application Submittal form filled out Completely;
3) Letter of Inten detailing the proposed use(s) and time period requesteq (if applicable)
X _4) A legal description of the Property/lease areg identified on the application; if toq lengthy,
please attach; \
5) Letter of authorization signed and notarized if required:
6 A copy of dead restrictions that may apply to the Subject property;
X_7) One (1) copy of a site plan showing: Parcel boundaries, Existing & Proposed Structures,
Zoning ciassiﬁcaﬁon, Adjacent roadways/legal access, Setbacks, Method of fencing,
ignage, and Landscaping, if applicable. If plan is larger than 11°X17" then applicant myst
provide twenty (20) copies upon Submittal:
8 A filing fee in the amount of $465.00(Determined by the Development Services feg
schedule ag adopted by the Board of Supervisors).
9 Letter of Support from any Home Owners Association,
10).

Permission to enter Property statement.

) The address and directions to the subject parcel for PUmoses of Preparing the hearing notice
and posting the property.




National Bank of Arlzona

/ nite Moun in Water Compan
o sy o

: wfﬁ'g,;’ﬁfg;:ﬁﬁ?ﬁﬁm 91-532/1221 5122/2014 g

;Af;{DE% Eﬂf Yavapai County Development Services l $ **465.00 2

AR R IR R e ReR A ek

Four Hundred Slxty-Fwe and 00/100**+++=

...........................

&=

DOLLARS

Yavapai County Development Services

$rarrfrarbannd

500 South Marina Street
Prescott, AZ 86303 ‘
MEMO ;
Improvements %
AUTHORIZED SIGNA / :
Granite Mountain Water Company 5585
Yavapai County Development Services 5/22/2014
ask my accountant 485.00
National Bank improvements 465.00
Granite Mountain Water Company 5555
Yavapai County Development Services 5/22/2014
ask my accountant 465.00
465,00

National Bank Improvements




YAVAPAI COUNTY RECEIPT # 14 00003253 @

4

4 By: Check # Date
Total Amount Paid
GRANITE MOUNTAIN WATER COMPANY 5589 6/18/2014 Total Amount Paid
POBOX 350 $415.00
CHINO VALLEY AZ 86323 .
APPL¥ A12014001030 PERMITH# P12014001495 PARCEL# 102-14-037

éccount émg_gn!

BS Building Permit Revenue {3300.00)

Zoning Clearance Revenue ($100.00)

DS Electronic Document ($15.00)




‘Granite Mountain Water Compan Natlonal Bank of Arizona 4{ 7 : 5589
— *" " '501 North Highway 89 - pany %%;&zm vey 89 e
' " P.O.Box 350 91-532/1221
i Al e -5z 6/18/2014 ,
PAYTOTHE  Yavapai County Development Services | § *415.00
ORDER OF. ‘ ;
Four Hundred Fifteen and 00/100***« s srismmmssssmnnrsirn hititininiehitiohisairiokadele PR oy DOLLARS £
Yavapai County Development Services :
500 South Marina Street i
Prescott, AZ 86303
MEMO * A/ ZW 4
Improvements- Tank permit e R U / ]
Granite Mountain Wam Company 5589
Yavapai County Development Services 6/18/2014
ask my accountant Tank Permit , 415.00
National Bank Improvements- Tank permit 415.00
Granite Mountain Water Company 5589
Yavapai County Development Services 6/18/2014
ask my accountant Tank Permit 415.00
National Bank Improvements- Tank permit 415.00
' F N
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ADDRESS ADORESS
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T

,___---"’ Granite Mountaln Water Com pany ‘ Natignal Bank of Arizona . 5703

1289 North Highway 83 { @
%0t ’S"éf”;é’fg‘géy % Chino Valley, AZ 86323 "

Chino Valley, AZ 86323

DIRIANLG 011 BAEK. oo roermmmomssisesmmsosins

www.GranileMtnWaler.com 9/18/2014
‘ THE David Larson ; $ “*6,300.00
‘B OF \
h, *i*k&\ﬁiii{thﬁid“'ﬁﬁ*tt*ttt*ﬁtﬁﬁ'!i’ﬁiﬁ(*okﬁﬂ‘t«ﬂ& iit#lt*tﬁﬁﬂ*iiﬁt&ﬁk*'tti‘l*t‘ttttl!‘fh&l’
&, Thousand Three Hundred and 007100 , DOLLARS &
David Larson ff
8108 W Maui Lane i
Glendale, AZ 85306 / f
AEMO
New - «—ﬂ/‘/ 5
Granite Mountain Water Company 5703
David Larson 9/19/2014
105.00 - Construction Work in Progress:1 Well #4 8,300.00
National Bank ~ New §,300.0¢
Granite Mountain Water Company 5703
David Larson 8/19/2014
105.00 - Construction Work in Progress:1 Well #4 6,300.00

€
®

Mcna! Bank New $,300.00
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; :
{ :
i i
; :
i : vy
* DBISy

Lo T8 34




M
: Moyntain Water Company
50Y/North Highway 89
P.O. Bux 350
ino Valley, AZ 86323
GraniteMtnWater.com
AY HE avigd.arson
JRDen OF

National Bank of Arlzona
1259 North Highway 88
Chinp Valiey, AZ 86323

9/12/2014

€ O)LO @;5688

| $ *6:300.00

T p g
SlX Thﬂusaﬁ»ﬁ{hfee Hundfed and 00/1 Ootﬁmk*ii**-*ﬁlti**ﬁt*ﬁ#ﬂi****ﬁﬁt*ﬁtﬁﬁi»*ﬁﬂi\i*t***ﬂtﬁt.kiQﬁt**ﬁtiﬁlﬁk**t*‘rt'&*i'ﬁnﬁ*

DOLLARS

David Larson
8108 W Maui Lane
Glendale, AZ 85308

VMEMO
New

Inctuded E}) Details on Sxck,

ity F

AUTHORIZED sxammaﬁi( @

Granite Mountaln Water Company
David Larson

105.00 - Construction Work in Progress  Well #4

National Bank New

Granite Mountain Water Company

David Larson

105.00 - Construction Work in Progress ~ Well #4

National Bank New

5688

8/12/2014
6,300.00

6,300.00
5688

9/12/12014
6,300.00

6,300.00
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Chapman Electrical Contracting, Inc,

6040 N. 57" Ave 32477

Glendale, AZ 85301 1-20-15

Chet Chapman

Phone: 623-937-1629 MBL: 623-910-6573
Fax: 623-837-6396

Arden Barney

Granit Mountain Water Co.

P.O. Box 350 Chino Valley, Az. 86323

Email: arden@leviegroup.com

Office: 1-928-717-2616

Mbl: 1-928-899-7669

Thank you for the opportunity to provide you with the following quotation. Please review the information
below. If there are any questions regarding scope of work or pricing please contact us using the information
listed above and we will be happy to go over them with you.

LTS LT e e ARIZONATS POWER DISTRIBUTION AND CONTROL SYSTEMS SPECIALISTS™ Since 1984 -2 SR R e
PLEASE NOTE: This quote contains one page. Please be sure you have received one page and return all pages when signing this
quotation.

Scope: Build a 50,000 gallon water tank on site in Chino Valley, Az as per engineered drawings provided by
Mr. Glen Vortherms. Coat the inside of the tank as per specifications provided by Mr. Vortherms. Paint the
exterior to match existing water tanks. All materials, and labor to build this 50,000gal water tank are
included in this quote.

Quote Excludes: Tax, permits, engineering, engineered drawings, D.LP., all excavation, underground
obstructions, underground lines including but not limited to, gas, electric, telephone, cable tv, data lines etc.
trenching, backfill, compacting, concrete cutting and repair, asphalt cutting and repair, hidden damages.

Total: S 93,650.00

Quote amount is in effect for Thirty (30) days from date of Quotation.
Terms: 50% down 30% at 80% complete and balance due at 100 % complete.

PURCHASE AUTHORIZATION: | am duly Authorized by the above named Company to issue to Chapman Electrical, Inc. a written
and/or verbal and/or facsimile purchase authorization, via this document and/or other means, for the above described product
and/or service purchase. The item(s) and/or services purchased are for the sole benefit of the Company and payment in full to
Chapman Electrical, Inc. upon delivery and/or completion per Chapman Electrical, Inc. terms is hereby authorized. | herewith order
and authorized the above described material(s) and/or labor purchase.

No work is to be performed or materials ordered until this document is signed and returned or faxed back to Chapman Flectrical.

Company By Date

Signers Printed Name




Granite Mountain Water Company National Bank of Arizona (j /1{7 5873

1299 North Highway 89
om0, | Grin Valoy, AZ o623
wgﬁga\;?:‘mnﬁm com s1sazhez 2/8/2015 N
LS
PAY 'ro THE Chapman Electric [ $ **34,225.00
ORDER i
Thirty- r -Fi SREERA SRR AR NI E R FERAN R ARE RS TR RS AAANRE RN IR
rty-Four Thousand Two Hundred Twenty-Five and 00/100 poLLARS [

Chapman Electric
6040 N 57th Ave
Glendale, AZ 85301

MEMO
50k Gal Water tank . w
AUTHORIZED BIGNATU

Rernrity Fostoras Srndisrtont

Granite Mountain Water Company 5873
Chapman Electric 2/912015
105.00 - Construction Work in Progress:1 50k Gal Water tank 34,225.00
National Bank 50k Gal Water tank 34,225.00
Granite Mountain Water Company 5873
Chapman Electric 2/9/2015
105.00 - Construction Work in Progress:1 50k Gal Water tank 34,225.00
National Bank 50k Gal Water tank 34,225.00

' — , SINGIRAN290 70 13 4 .
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CHAPMAN ELECTRICAL CONTRACTING, INC. Invoice
P.O. Box 2313 [__Date || iInvoice# |
Glendale, AZ 85311 2/112/2015 32477.1
Bill To Location / Additional Comment
Granite Mountain Water Company, Inc Chino Valley
P.Q. Box 350 Arden
Chino Valley, AZ 86323 Down Payment
Billing #1
Terms Due Date Project P.O. No.
Net 30 3/14/2015 32477 - 50,000 gal Water Tank
Quantity ftem Code Description Unit Price Amouynt
1§ Straight Time-... {Labor - 35% of down payment 16,388.75 16,388.75
1}Job Materials Materials - 65% of down payment 30,436.25 30,436.25T
~11.Job Materials Miscellaneous pymt 12,600.00 ~12,600.00
Quote: 93,650.00 { does not incl. tax)
Pd. to date; 34,225.00
. ) Subtotal $34,225.00
“Our Business is
Keeping YOU in Sales Tax (9.2%) $2,800.13
Business”
Total $37,025.13
THANK You!

Payments/Credits  $.34.225.00

Phone # Fax # NSt g e —— v e o
623-937-1629 623-937-6396 _Balance Due. - $2,800.13




nite Mountain Water Company National Bank of Arizona C I 5954
501 North Highway 89 m m m%mym ‘
£.0. Box 350 §1-532/1221
Chino Valley, AZ 86323 91-530/1991
- www.GraniteMinWater.com 411712015
PAY TO THE Chapman Electric ; $ **2,800,13
ORDER OF »
Two Thousand Eight Hundred and 13/100**xes+ b LU - BOLLAR
Chapman Electric

6040 N 57th Ave
Glendale, AZ 85301

MEMO
S0k Gal Water tank Sales tax Payable

A RIZED SIGNATURE é

”~
Granite Mountain Water Company 5954
Chapman Electric 41712018

105.00 - Construction Work in Progress:1 50k Gal Water tank Sales tax Payable 2,800.13
National Bank S0k Gal Water tank Sales tax Payable 2,800.13

Granite Mountain Water Company 5954

Chapman Electric 41712015

105.00 - Construction Work in Progress:1 50k Gal Water tank Sales tax Payable 2,800.13

National Bank

50k Gal Water tank Sales tax Payable

2,800.13




CHAPMAN ELECTRICAL CONTRACTING, INC.

(12

Invoice

P.O. Box 2313 |__Date || Invoice# |
Glendale, AZ 85311 6/4/2015 324772
Bill To p nal Comment
Granite Mountain Water Company, Inc
P.O. Box 350
Chino Valley, AZ 86323
Terms Due Date Project P.0. No.
Net 30 7/4/2015 32477 - 50,000 gal Water Tank
Quoantity item Code Description Unii Price Amount
1{Contracting lte... | Draw on Contract #2 18,440.00 18,440.00
11Job Materials Materials $,460.00 9,460.007
. Subtotal $27.900.00
"Our Business is
Keeping YOU in Sales Tax (9.2%) $870.32
Business"
Total $28,770.32
THANK YOU!
Payments/Credits $0.00
PhOHE# Fax# B PENARNERDEAS IO Ae T - HESEARE
623-937-1629 623-937-6396 Ba'a n ce. Due $28,770.32




p—

\ ]2
National Bank of Arizona g’,« g 6056

Granite Mountain Water Company 1299 North Highway 89
\ 501 North Highway 89 - Chino Vallsy, AZ 85323
Chino Valley, AZ 86323 91-632/1221
www,GraniteMinWater.com

928.717-2619 713012015 3

F

PAY TO THE ; bl ;
A R GE  Chapman Electric | $ ~2877032 ‘

TWEnty*Eight Thousand Seven Hundred Seventy and 32‘[100**’#****"*#*0?*!"kib***#w**ﬁi*'t“tt*ﬁttiit****t*tnit*t*t DOLLARS @

E

Chapman Electric
8040 N 57th Ave

Glendale, AZ 85301 g
]
'S
MEMO w
Draw 2 and Materials eRESSOMTIRE N
Granite Mountain Water Company 6056
Chapman Electric 7/30/2015
105.00 - Construction Work in Progress:1 Draw 2 and Materials 28,770.32
National Bank Draw 2 and Materials 28,770.32
Granite Mountain Water Company 6056
Chapman Electric 7130120185
28,770.32

105,00 - Construction Work in Progress:1 Draw 2 and Materials

National Bank Draw 2 and Materials 28,770.32




GRANITE MOUNTAIN WATER COMPANY
Work Performance Contract and Scope of Work

This agreement is made this 28" day of September 2015 by and between Granite Mountain Water
Co., 501 N Hwy 89, Chino Valley AZ 86323 and Cashion Tank & Steel CO, 12505 W Buckeye Rd,
Cashion AZ 85329.

WITNESSETH

Granite Mountain Water Co does hereby employ Cashion Tank & Steel CO to do all the work and
provide all the materials, tools, machinery and supervision necessary for the complete construction of
a 55,000 gallon water storage tank in the Prescott AZ area, the total sum of $38,000 all in
accordance with the drawings, and specifications.

Cashion shall commence the work to be performed within 2 days from the date of the Notice to
Proceed, and shall complete the work 28 days thereafter, or by 10/27/2015, whichever comes later,
time being of the essence of this contract.

The Contractor shall carry liability insurance with the limits of $100,000 for injury to or death of one
person, property damage and Workman's Compensation insurance and shall provide Owner with
proof of such insurance.

Hold Harmless

Cashion agrees to defend, indemnify and hold the owner harmless from any liability or claim for
damage because of bodily injury, death, property damage, sickness, disease or loss and expense
arising from the Contractors' negligence in the performance of the construction Contract. Each
Contractor and subcontractor is acting in the capacity of an independent Contractor with respect to
the Owner. The Contractor further agrees to protect, defend and indemnify the Owner from any
claims by laborers, subcontractors or material men for unpaid work or labor performed or materials
supplied in connection with the Construction Contract,

Assignment of Contract

Cashion agrees not to assign the Construction Contract without the written consent of the Granite
Mountain Water CO,

Change Orders

Cashion agrees not to make any changes in the schedule of work, design, or of the specifications
without written authorization by the Granite Mountain Water CO.

Lien Waivers

The Contractor shall protect, defend and indemnify the Owner from any claims for unpaid work, labor
or materials.




General Guarantee

Contractor will furnish Owner with all manufacturer's and supplier's written guarantees and warranties
covering materials and equipment furnished under this Contract. Contractor shall guarantee all their
work of completing this project.

Permits and Codes

The Owner shall obtain all necessary building permits, including those required by the Yavapai
County, and Act 250 as applicable. The Contractor will secure at his/her own expense any other
necessary permits and licenses required to do the work and will comply with all building and code
regulations and ordinances whether or not covered by the specifications and drawings for the work.

Work Performance

1) The Contractor shall protect all work adjacent to the Contract site from any damage resuiting from
the work of the Contractor and shall repair or replace any damaged work at his/her own expense.

2) The Contractor shall replace and putin good condition any existing conditions damaged in carrying
out the contract.

3) The Contractor shall take all precautions to protect persons from injury and unnecessary
interference or inconveniencs.

4) The Contractor shall conduct his activities in a business like manner and adhere to the reasonable
wishes of the Owner in relation to his working schedule.

Condition of Premises

The Contractor agrees to keep the premises clean and orderly and to remove all debris as needed
during the hours of work in order to maintain work conditions which do not cause health or safety
hazards.

Use of Utilities

The Owner shall permit the Contractor to use, at no cost, power and water necessary to the carrying
out and completion of the work.

Use of On Site Loam

Owner Agrees as part of this contract to allow the Contractor use of on-site loam to the degree
available as necessary for the completion of the project.

Inspection

The Owner shall have the right to inspect all work performed under this contract. As well it shall be a
condition of this contract that all work that needs to be inspected or tested and certified by the
engineer as a condition of the Dept. of Environmental Conservation Permit, (or other State agency), or
inspected and certified by the local health officer, shall be done at each necessary stage before
further construction can continue. All inspection and certification will be done at the Owner's expense.
Failure to follow this requirement will be grounds for termination of the contract.




Failure to follow this requirement will be grounds for termination of the contract,
Right to Stop Work

If the Contractor fails to correct defective work or persistently fails to supply materials or equipment in
accardance with the Contract Documents, the Owner may order the Contractor to stop the work, or
any portion thereof, until the cause for such order has been eliminated.

Payment Schedule

Payments for work shall be as follows:
$15,000.00 down payment
$10,000.00 Completion of welding
$13,000.00 after compietion of work

Payments shall be disbursed based on the attached schedule of values. Within three days of
notification by the Contractor of each stage of completion, the Owner or its designee will inspect and
approve the work, or request any necessary adjustments in the work. The Qwner agrees to make
payments to the Contractor within ten days of approving work.

Liquidated Damages

Contractor hereby agrees to commence work under this contract within 2 days of the Notice to
Proceed and to fully complete the project within 28 days consecutive calendar days thereafter.
Contractor further agrees to pay as liquidated damages, the sum of $500.00 for each consecutive
calendar day thereafter. These damages shall not apply, should unforeseeable causes beyond the
control and without the fault or negligence of the Contractor cause delays in the completion of this
project.

Taxes

The Owner hereby agrees to supply the Contractor with its tax-exempt number for relief from the
sales tax on purchase of materials, if applicable.

Arbitration

1) All claims, disputes, and other matters in question arising out of, or relating to, the Contract
Documents or the breach thereof, except for claims which have been waived by the making and
acceptance of final payment, shall be decided by Arbitration in accordance with the construction
Industry Arbitration Rules of the American Arbitration Association (or other arbitration rules). This
agreement to arbitrate shall be specifically enforceable under the prevailing arbitration law. The
award rendered by the arbitrators shall be final, and judgment may be entered upon it in any court
having jurisdiction thereof. Any award shall provide for payment within 30 days of the date of the
award.

2) Notice of the demand for arbitration shall be filed in writing with the other party to the CONTRACT
DOCUMENTS and with the ARBITER'S ADDRESS. Demand for arbitration shall in no event be
made on any claim, dispute or other matter in question which would be barred by the applicable
statute of limitations.

3) The Contractor will carry on the work and maintain the progress schedule during any arbitration
proceedings, unless otherwise mutually agreed in writing.




Governing Law

Contractor agrees to abide by the following laws and regulation and to make all records, invoices,
materials, payrolls, records of personnel, conditions of employment and other documentary data
available at any time for the purpose of an audit and to ensure compliance with relevant laws:

1) Equal Employment Opportunity: The Contractor shall not discriminate against any employee or
applicant for employment on the basis of race, color, sex, religion, or national origin;

2) Title AZ of the Civil Rights Act of 1964, as amended:

3) The Davis-Bacon Act (Wage Rate Determination attached);
4) The Contract Work Hours and Safety Standards Act;

5) The National Environmental Policy Act (NEPA);

Conflict of Interest

This Contract shall be construed under the laws of the State of Arizona and may be modified or
amended only by a written instrument executed by both the Owner and the Contractor.

IN WITNESS WHEREOF, THE OWNER AND THE CONTRACTOR HAVE EXECUTED THIS
CONTRACT AS OF THE DATE FIRST WRITTEN ABOVE.

Coshivw Kk 45Teel > NER ﬁ\// S\

CONTRACTOR

(hariel Olson qw Z..e.,u,

Olo— Sl
SIGNATURE AUTHORIZEDSIGNATURE

?/2 7/ 2014 O_9P 145
DATE 4

DATE




7
Nationat Bank of Arizona (/{_:f

. . 6116
Granite Mountain Water Company 1553 Morth b -
501 North Highway 89 997 ghway 89
Chino Valley, AZ 86123 Chine Valley, AZ 83323
www, GraniteMinWater,com
928-717-2619 9/28/2015
LR O Cashion Tank & Steel, Co, | & **15,000.00
[
Fifteen Thousand and Q0/100* s marmssencssurunssrensesvs ittt teiohniohiniohioisiobiokisbininie ool bbb bbb DOLLARS &
!
Cashion Tank & Steel, CO ;
PO BOX 306 H
Cashion, AZ 85329 j
MEMG UTHORIZED SKEM?QRE * E
4 LE K
Tank #3- First Draw i
Granlte Mountain Water Company 6116
Cashion Tank & Steel, Co. 9/28/2015
105.00 - Construction Work in Progress:1 Tank #3- First Draw 15,000.00
National Bank Tank #3- First Draw 15,000.00
Granite Mountain Water Company 6116
Cashion Tank & Steel, Co. 9/28/2015
105.00 - Construction Work in Progress:1 Tank #3- First Draw 15,000.00

National Bank Tank #3- First Draw

15,000.00




: HUQL/UVY
TU/ 18/2VU 10 UBI44 FHA gf% g ‘

Sg*;::,:?g; Tank & Steel Co. |NVO| C E

12505 West Buckeye Road Invoice Number: 20767
Cashion, AZ 85329 Ivoice Date:  Oct 13, 2015
USA

Page: 1
Voics, 623 832-3380 Dupleate

Fax:  623-332.3381

| Granite Mountain Water Co.
i P.O.Box 350
Chino Valley, AZ 86323

Cranite Mountain Water Co.
P.Q.Box 350
Chino Valley, AZ 86323

Complelo Work on 50,000 gallon water | T 1000000

’70 ‘ ] ‘l:
storage tank 2nd payment due construction
on tank completa
- Subtotal | T B 10,000.00
(SalesTax =~ — e
Totsl invoice Amount 10,000.00

Check/Credit Memo No: v Pradlt Applied .




Granite Mountain Water Company
301 North Highway 89
Chine Valley, AZ 86323
www,GranlteMioWater,com
928-717-2619

PAY TO THE .
ORDER OF Cashion Tank & Steel, Co.

National Bank of Arizona

1289 North Highway 89
Ching Valley, AZ 88323
91-532/1221

e

(14 g3

10/16/2015

| $ *10,000.00

Ten Thousand and 00100+ ik ) i -

W Rt R e el * L

DOLLARS

Cashion Tank & Steel, CO
PO BOX 308
Cashion, AZ 85329

%

Fastures nciuded 12D Detaits 0 Back. sesemm———

MEMO €
"‘*n-~_____,¢f
Tank #3- 2nd Draw A AoRzED SRATURE i
‘ y.! X
Granite Mauntaln Water Company 6137
Cashion Tank & Steel, Co. 10/18/2015
105.00 - Construction Work in Progress:1 Tank #3- 2nd Draw 10,000.00
National Bank Tank #3- 2nd Draw 10,000.00
Granite Mountaln Water Company 6137
Cashion Tank & Steel, Co. 10/16/2015
105.00 - Construction Work in Progress:1 Tank #3- 2nd Draw 10,000.00
National Bank Tank #3- 2nd Draw 10,000.00
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3 12354 W0 ex YRR
‘ ) , o8 ozl
# 3 B A N K Earn Mualing Revardes for yvou 3 2855 )
OF your tuziness., g3 § Lk =§ |
o 5 ) €5
See banker for details, E§ : :gg;
]
L % It B
ALL ITEMS RECEIVED ARE SUBJECT TO CONDITIONS AND TERMS AS STAT 3 g
THIS IS YOUR RECEIPT, RETAIN UNTH, YOU HAVE VERIFIED IT WITH yaugué%r‘;gﬁi;ﬁ” TickeTs Cunaizgﬁgégsl?;% : g
-
C« H < A mg § )
- O ﬁ; g ;
L n
C \ L

" "HOLD DOCUMENT UP TO THE UGHT TO VIEW TRUE WATERMARK

is lost, stolen, or de&troYed
- We may not re-issue or refund the funds after the stop payment has
been placed until 90 days after the original check was issued

* Please visit a Chase branch to report a lost, stolen, or destroyed Cashier's Check
or for any other information about this item

FOR YOUR PROTECTION SAVE THIS COPY Customer Copy
CASHIER'S CHECK 9098614429
10/14/20158
Woid after 7 yoars

Remitte: CHAPMAN ELECTRICAL CONTRACTING INC

$** 18,925.00 **

Pay To The GRANITE MOUNTAIN WATER CO., INC.
Order Of:

Drawer  JPMORGAN CHASE BANK, N.A.

NON NEGOTIABLE

Mema:
Note: For information only. Comment has no effect on bank's payment.

e )

CHAS E L Date 10/14/2015 Veid after 7 yaars a2 :

Remitter: CHAPMAN ELECTRICAL CONTRACTING INC

Pay To The GRANITE MOUNTAIN WATER CO., INC.
Order Of:

Pay: EIGHTEEN THOUSAND NINE HUNDRED $ 18,825.00 **

TWENTY FIVE DOLLARS AND 00 CENTS
Brawer: JPMORGAN CHASE BANK, N.A.

T b

Memo: Senior Vice President L% P

) JPMorgan Chase Bank, N.A.
Nate: For infarmation ooly. Comment has no effect on bank’s payment. Phoanix. AZ

Do not wrile putsite this box




Dana Kepner Company, inc.
Western Industrial Supply, LLC

UPCVENDOR | T OROEA NG,
HEPNER DUPLICATE %o 000000 4335586-00
cusTa#: 26840000 UATERLINE 7 SN 1
sweto:  GRANITE MOUNTAIN WATER COMPANY
P.0, 80X 350 REMIT TO: Dana Kepner Company, Inc.
, 23 PO Box 710281
CHINO VALLEY, AZ 863 Denver, CO 80271-0281
suLTo:  GRANITE MOUNTAIN WATER COMPANY
P.0. BOX 350
CHINO VALLEY, AZ 86323 CENsTRUGTONS o T T reRMs
Net 30 Days
T SHPVA | SHPPED
DELIVERY 10/06/15
SN AT Aoy
, | 13.87 /ft° 502,79
6"X181- 1/2* 'PC350 DI P-TYTON JOINT, CMNT LINED~,: s e e
. DUCTILE IRON PIPE-ANSI. A21.51 e R S0 R
2 43DLOBFML (R 1 pes 622,96 PCS . - 622..96"
6" MJ X FLE RH. DI 0L VAL\‘E uzss Accs LA - ER
3 43DLO4FML - 10 1 pes 466,25 PCS 466,25
4" MIXFLG RW DI m. VALVE LESS ACCS - 3
4 18LO62200M . 0 1 PCS 102.46 PCS 102,46
6" DOMESTIC MJ.22- 1/2 BEND, €L, 558, 01 LESS 4 .
ACCS. , :
5 18L064500M - . 0 1 pcs 112.79 PCS 112.79
6" DOMESTIC. M) 45 BEND, CL 'SSB, DI, LESS ACCS. ,, ,
6 "86FTGR048 L 1 0 1 PCS 13.43 PCS 13.43
7 1 PCS 7,34 PCS 7.34
8 2 PCS 18,47 PCS 36.94
9 2 pCs .57 PCS 23,14

: 5 2

8" - BOLT - PACK Q&SI&TING QF 8 PLATED . 4 '

/ ‘BDLTS‘T&,) UTS 3/4")(3 1/2" g " : -

10 18A04DOM: 1 0 1 each 22.56 each 22,56
4" DOMESTIC HJ COMPACT ACCESSORY PACK

11 0 6 each 27.26 each 163.56

12 62.93 each 188,79

Continued Dana Kepner Co.Inc./Western Industrial Supply, LLC. standard tarms and conditions apply. All returns must be approved and in
full saleable candition, Returns will be subject to a restocking charge. Service charges wifl be appllad to involces that are not
pald within terma,




INVOICE

Dana Kepner Company, Inc.
URC VENDOR . 'ORDERNO, -

00

Western Industrial Supply, LLC ,
0000 | 4335586-00

FRDUPLICATE Yo
“HHEH U OPBNOLE T T PAGES

cusT#: 26840000 WATERLINE / JASON 7

siipvo:  GRANITE MOUNTAIN WATER COMPANY

P.0. BOX 350

REMIT TO: Dana Kepner Company, Inc.
CHINO VALLEY, AZ 86323 PO Box 710281
HINO Denver, (O 80271-0281

muto:  GRANITE MOUNTAIN WATER COMPANY
F.0. BOX 350

CHINO VALLEY, AZ 86323 b TERMS
Net 30 Days
SHIPVIA | SHIPPED
DELIVERY 10/06/15
L!NET..J} i pRODOOT. ~ T L QUANTIY | GUANTIY G, f arv. [ wwr AMOUNT
NO. . i o ANDDESCRTION ' ' | oRoemep. | '~ mo. . | = sweeep [ ow | owmee | T
13 1BLOGAMFDOM . . = . . o 1 1 0 PCS 109.03 PCS ' 0.00
6" DOMESTIC- MIXFLG ADAPTOR,: CL,SSB,DI, LESS \ -
ACCS,. |
13 Lines Total - Qty Shipped Total - 2 o Total . 2283.01
R SR Invoice Total - 2263.0%

Last Page Dana Kepner Co.,Inc./Western Industrial Supply, LLC, standard terms and conditions apply. All returns must be approved and in

full saleable condition, Returns will be subject to a restocking charge, Service charges wiil be appilad to Invoices that are not
pald within terms.




Dana Kepner Company Inc

(s

10/26/2015

*2,263.01

Two Thousand Two Hundred Sixty-Three and 01/100**

Dana Kepner Company inc
PO Box 710281
Denver, CO 80271-0281

Customer # 26840000-

Dana Kepner Company Inc
105.00 - Construction Work in Progress:1 Customer # 26840000- See invoice

National Bank Customer # 26840000-

Dana Kepner Company inc
105.00 - Construction Work in Progress:1 Customer # 26840000~ 8ee invoice

National Bank Customer # 26840000

nnnnnnnnnnnnnnnn e st

10/26/2018
2,263.01

2,263.01

10/26/2015
2,263.01

2,263.01




) ‘):m..«,% - ARC AN WL ]
any
R e R At
- Cashion Tank & Stee| Co.
' 12505 West Buckaye Road Invoice Number: 20773
‘ Cashion, AZ 85329 Inwoice Date:  Oct 26, 2015
usa Page; 1

! Volcs: 623 932-3380
Fax:  623.932.3381

| Granite Mountain Water Co.

Granite Mountain Water Co.
i PO.Box 350 P.O.Box 350
Chino Valley, AZ 86323 | Chino Valley, AZ 86323

0n 50,000 galion water

ark com
storage tank
8/28/15 CK#8118 -15.,000.00
10/16/15 Ck# 6137 -10,000.00
| [ - yreows 13,000.00
SdesTax T T —— S B
[ Total Invoice Amoant. " T ] _wvg.mooo;_upfx

Check/Credit Memo No: mdit Applad




Granite Mountain Water Company
501 North Highway 89
Ching Vallay, AZ 86323
www,GranieMinWater.com
928-717-2619

g;VDE%BHFE Cashion Tank & Stesl, Co.

National Bank of Arizona (] 7 6151
1299 North Highway 89 S
Chino Valley, AZ 88323
91-832/1221

11212015

Detalls 05 BECK, s

[ $ **13,000.00

Thirteen Thousand and 00/100

DOLLARS @

Cashion Tank & Steel, CO
PO BOX 308
Cashion, AZ 85329

Tank #3- Last Draw

i w7z
M BITHORRZED SIGNATURE e

4

Granite Mountain Water Company

Cashion Tank & Steel, Co.
105.00 - Construction Work in Progress:1 Tank #3- Last Draw

National Bank Tank #3- Last Draw
Granite Mountaln Water Company

Cashion Tank & Steel, Co.
105.00 - Construction Work in Progress:1 Tank #3- Last Draw

National Bank Tank #3- Last Draw

6151

11212015
13,000.00

13,000.00
6151

111212015
13.000.00

13,000.00




cHINoO

SHIP & COPY

CENTER

382 Butterfield Rd
Chino Valley, Az 86323
928-636-7677

B DO

) Yiny gf‘g.m,

¥,

FB.° |28 17,72 | 2, 90

Contact: T 4500 ﬂ /JMJ L

Address:_@ 50| N ﬁ&{y ‘57/ (0 Bot 350
Chinovally A2 97323

Organization:i_@ Chino Meslows TL \Wider oo
Phone: 9’,15/ - 7/ 7’ ;é_/é
Biling Period: _ )57/ O mott

U= 10

W €4

36.70

Due Daterlﬂe@. 1, 20) S Total 3¢ .72




J—

nite Mountain Water Company Nationa! Bank,of Arizona GE s 61 72
e 501 North Highway 89 ey o
Chino Valley, AZ 86323 i s
www.GraniteMunWater.com .
928-717-2619 1111172015 ;
. . e 5
PRoER HE  Chino Ship & Copy | § 3090 §
Thirty and 90/1QQ *xrresxavsstrmnssunimtrsnussirirsisuurinss e L — poLars &
Chino Ship & Copy :
MEMO / w
sl T i 5
Signage for Construction of tank per WIFA HITORZED SarATRe 2
Granite Mountain Water Company 61 72
Chino Ship & Copy 1111172015
105.00 - Construction Work in Progress:1 Signage for Construction of tank per WIFA 30.90
National Bank Signage for Construction of tank per WiFA 30.90
Granite Mountain Water Company 61 72
Chino Ship & Copy 11/11/2015
105.00 - Construction Work in Progress:1 Signage for Construction of tank per WIFA 30.80
36.90

National Bank Signage for Construction of tank per WIFA
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ﬂ‘* Hkdk ek d 631 3

JONS {cont.}

. Location/Desaription . Raterance # ~ Invoice #
THE HOME DEPOT PRESCOTT AZ : 6 :
PAINT HARDWARE  SEASONAL/GARDEN \/) 2‘/:\;% =% 3 W\LO C

2 THE HOME DEPOT PRESCOTT AZ /\2
SEASONAL/GARDEN PLUMBING
(024 THE HOME DEPOT PHOENIX AZ $ 147.08 |
BUILDING MATERIALS _S<\ CLUJ |
PAYMENTS, CREDITS, FEES AND ADJUSTMENTS ‘ -
10/22 PAYMENT - THANK YOU P3184008TEHM7YSHL. $ 7189
1020 LATEFEE § 3500
10/30 FINANCE CHARGE $ 36,05
FINANCE CHARGE SUMMARY Your Annual Percentage Rate [APR) is the annual intetest rate on your account.
Annual Percentage Dally Perlodic Balance Subject to
Type of Balance Rate (APR) Rate Finance Charge Finance Charge
PURCHASES o o A .
REGULAR RHE HEVO LVING CRED!T PLAN 21.99% 0.06024% $1.830.87 $36.05

Ry ToolRental
N

EXPERIENCE. RELIABILITY. SAVINGS.

& Hundreds of name brand rentals at
competitive prices

¥ Dependable tools and world class service

M Used squipment availability now visible
online at homadapot.com/usedioois

Visit homedapot.com/iraniais
for the location nearest you.

© 2015 Homer TLC, Inc. All rights reserved.

# SEAL FASTER AND EASIER

The GREAT STUFF PRO™ [nsulating Foam
Sealant Series features the Pro 14 Dispensing
Gun, designed specifically for the Contractor.
Tha system is no drip, offers maximum control,
and is restartable. Easy and effective, use the
GREAT STUFF PRO™ gystem for all of your

air sealing needs.

Ask for QREAT STUFF PRO™ Saries
products at your local Pro Dask or visit
homedapot.com/GREATSTUFFPRO today.

Paga3of8

1-800-685-8681 myhomedapotaccount.ocom




1941 EAST HIGHWAY 69
PRESCOTT, AZ 86301 (928)771-84u/

0452 00026 00336 10722715 11:.
CASHIER MARK - MTHO787

020065775282 SRSTSNRSRDSP <A>
0PS RUST SUNRISE RED SPRAY

2ﬁ3 78 .
008925127079 4 2'FW 60G <A>

DIABLO 4 GOG ST DEHON CONICAL
731919245052 GMP VBOF

GMPC NITRILE DISPOSABLE GLOVE 50CT
(008925094524 4.5" M <A>
IAng 4-1/2"%1/8" METAL CUTOFF gLDg

2
008925054708 14" MIL CUT <A» 6,97
DIABLO 14" X 1/8" X 1" METAL CUTCFF

SUBTOTAL 34,0/
SALES TAX |
TOTAL 7 $37.07
KXOONOEILI HOME DEPOT | 3707
AUTH CODE 022385/9260868 / TA |
St
P.O.H/J0B NAME: TANK 3

CUSTOMER PRD XTRA 1D ##i-#E4-7669
MEMBERSHIP LEVEL: Pro Xtra Paint Rewards

Pro Ytra Paint 2015 Savings £ w.w
Total qualifying spend 0.00
Adal spend for next level $2000.00




e Granite Mountain Water Company

{TOTHE
DER OF Home Depot

Natlonal Bank of Arizong
1289 North Highway 88

S0 North Highway 89 Chino Valley, AZ 86323
Chino Valley, AZ 86323 91-532/1221

www GranlteMinWater.com

928-717-2619

Eighty-One and 17/10Q*mremriimrivatas inidiaiohiainioeteioisitiniolondinioiohd i

nnnnnnnnnnn

a9 6176
11/13/2015 g
g
8117 '
"""""" poians &

Home Depot Credit Services
PO Box 8029
The Lakes, NV 88901-6028

L

Granite Mountain Water Company

Home Depot

R
R
i,

%
*u‘m”-», ‘)

Granite Mountain Water Company

Home Depot

Mo - D SCRRTIRE sl
Acct # 6035 3220 1480 6313 ]
6176
1171312015
1056.00 - Construction Work in Progress:1 Paint for tanki # 3 QA’C ‘ 37.07
105.00 - Construction Work in Progress:1 Materials and supplies see invoice 4410
National Bank Acct # 8035 3220 1480 6313 81.17
6176
11/13/2015
105.00 - Construction Work in Progress:1 Paintfortanki #3 . AL 37.07
105.00 - Construction Work in Progress:1 Materials and supplies see invoice 4410
81.17

National Bank Acct #6035 3220 1480 6313




!

TOr CUSIOMEr MgquIries contact us at; CHINO MEADOWS 2 WATER £O i Page 1 0f 3

1-800-35‘?-2033 or visit us anfing: PO BOX 350 { "= {
www. MyJDFAccount com CHINO VALLEY AZ 86323-0350 e
JHN DEERE PHONE; 928-717-2616
FINANCIAL
BEGIN DATE  CLOSING DATE MULTI-USE ACCOUNT NUMBER 28111-29301
STATEMENT PERIOD 10/02/15 1101118 COMMERCIAL PREFERRED
DAYS IN BILLING CYCLE 31 A
PREVIOUS BALANCE 7376 REGULAR LIMIT 8.000
PURCHASES/DEBITS 1541 REGULAR AVAILABLE LIMIT 7,891
FEES CHARGED 0.00
INTEREST CHARGED 0.00
PAYMENTS 90.07CR
CREDITS 0.00
NEW BALANCE 109.10
MINIMUM PAYMENT DUE 25.00
PAYMENT DUE DATE 11124/15

To avoid additional interest charges, pay $109.10 by the Payment Due Date of: 11121/2018.
TRANSACTIONS POSTED TO YOUR ACCOUNT

Tean, Date invoice #/ Transaction
Data Postad Reference Description Amount
PREVIQUS BALANCE 73.76
ARIZONA GENERAL ACE HARDWARE CHINO VALLEY AZ 928-836-4401
10105115 10/08/15  D27491 PURCHASE . 37 44
GENERAL SUPPLIES \ 3
PO# SHOP f—m )(_,_, —#
uanti Hoit Price Ytem Tolal nwoice ttem Description 4.
a o 0.00 Authorized Buyer DENNY LOPEZ {;JQ, ]
1.00 EA 18.98 EA 18.99 GARDEN HOSE 5/"75' }W
1.00 EA 13.88 EA 1388 POLY IMPULSE ON POLY SLE ‘—/6‘/?
1.00 EA 078 EA 0.78 ADAPTR SCHA40PVC 1/2SXFRT
1.00 BEA 079 EA 0.78 ADAPTR SCHAOPVCHZ'MPTXS
4.00FT 0.23FT 0.82 1/2" PVC SCH 40 PIPE 20
351 Tax
sontinued ...

Y Detach and retum he bottorn remiftance portion with your payment in the enclosed envelope Flease write in black or biue ink. ¥

You can Make-A-Payment at www MyJDFAccount.com
or call us at 1-800-358-9033.

MULTIUSE ACCOUNT NUMBER 28111-29301
k 109.10
JOHN DEERE New Balance o
FINANCIAL Minimum Payment Due 25.00
Payment Due Date 142115
PG BOX 5328, MADISON W1 53705-0328 Amount g .
Enclosed '

Please note Address/Phone corrections of reverse side
Make check payable to John Deere Financial at the address below.

JOHN DEERE FINANCIAL
J2070724008004816 123 003 GXHFVK  1eg0ZFP 128 P.O. BOX 4450
CHINO MEADOWS 2 WATER CO CAROL STREAM, IL. 80197-4450
PO BOX 350
CHINO VALLEY AZ 86323-0350 !l”n“nnu“!l’ulnl,i!:i’xiu’aiiltifnnlnhnulillu'

!'Hlll”llll“llllllﬂ‘rl”!lululltlh”HU,!!I”NHIQ;II

c0 00000000002811129301 0000002500 oooonwnsLn s




PAGE MO 1

s d

Arizona General / Ace Hardware, Inc. ﬂh
P.O. Box 1170 > 0

A .

Har d Chino Valley, AZ 86323
ware Phone: 928-636-4401
Customer No, Job No. urchase
. o . Purc QOrder No, Refersnce Terms : Clerk ) Date Tirma
TETEUT BT ST T3 EARM. PLAN 'CUSTOMER GENE 110/ 5/15 1:49
Sold To ; h Ship To .
CHINO MEADOWS #2 WATER ncxw@z DOCH 0274491
P.O. BOX 350 TERMESEGL LA AR
501 N HWY 8% . B - *  INVQICE *
CHINO VRLEEY HE-BEIE3 . AR AR RS S
TRX : O01 ARTZONA GENERAL SALES
SHIPPED - ORDERED ESC) )
RE| UM SKU DESCRIPTION aqees UNITS PRICE/PER . EXTENSION
1 EAL 73215 GARDEN HOSE 5/8"75¢ 19.499 1 19.9% /En 1%.99
1 EA] T06%2 POLY IMPULSE ON POLY SLE 13.499 3 13.9% /EA 13.99
1 EA] 20~1404 ADABPTR SCH4OPVC 1 /28XFPPT .18 1 I8 /EBA .19
1 gal 20~1304 ADAPTR SCHAQPVCL/2"MPTXS .19 1 L8 fBEA .78
4 FT} .5PVC 1/2” PVYC SCH 40 PIPE 20 .23 4 23 /FT .82
iR T4 50421.7 PP S1237G AR
¥ PRAYMENT RECEIVEDR *+ 37.44 TAXBBLE 3648
** PAID TN FULL »* NON~TAXABLE ¢.00
{DENNY LOPEZ H SUBTOTAL 36,48
TH DISCOUNT ~-2.55%
BANKCARD PAYMENT 37.44
BEKCRDEXKXXXXS301 TAX AMOUNT 3.51

&/ NW\//&MMMMMN// TOTAL AMOUNT 37.44
/I@ /! \

Heceived By

ALTCTN



anite Mountain Water Company N?;lgg:: f&"ﬁéﬁ 3;‘3‘:;‘“ f a /8177
' 501 North Highway 8 Chino Valiey, AZ 88323 -
www,GraniteMinWater.com
9287172619 11/113/20158
“TO THE : : o
ER OF John Deere Financial | § *37.44
Thirty-Seven and 44/100* i bttt iolobotobbobioblotolelnloiinlalinloieiolaitonila i R ARS

John Deere Financial
PO Box 4450
Carol Stream, L. 80197-4450

MO
Account # 28111-298301

AUTHORIZED SIGNATURE

Security Featumss Includest & Details 0n Back, weasssmsmmommmsm

Granite Mountaln Water Company

John Deere Financial

105.00 - Construction Work in Progress:1 Fire Control Materials and supplies

National Bank

Granite Mountain Water Company

John Deere Financial

105.00 - Constryction Work in Progress:1 Fire Control Materials and supplies

National Bank

Account #28111-28301

Account # 28111-28301

6177

1111372015
37.44

37.44

6177

11/13/2015
3744

37.44




05,05

Vortherms Consulting, LLC

11735 W, Daley Ln.
Sun City, AZ 85373

Email: jgvort@gmail.com

U BillTo, F "

(21

Invoice

-Date . 1. Invoice # -
11/172015 164

. - ’  Due Date| 1173012015
Granite Mountain Water B
Jason Pudney
P.O. Box 350
Chino Valley, Az 86323
S Project T e
Ser}vigevs'x for October
b - : | , Description .7 |Hrs.|. Ratweﬁ} Amount
Granite Mountain Water Tank #3; 36 95.00 3,420.00
Site Visits.

Review WIFA contract documents.
Certify WIFA documents pertaining project.
Prepare and Certify project as-built,
Prepare and submit COC to ADEQ.

Total $3,420.00




i i Nationai Bank of Arizona ey 6182
e or ey 55 1296 NorhHighwey 9 2
Chino Valley, AZ 86323 nam :’;353/,122?
www. GraniteMtnWater.com

928-717-2619 11/18/2015 §
S

PAYTQTE  Vortherms Consulting, LLC | $ *3.420.00 ;
Three Thousand Four Hundred Twenty and 00/100***mremeanmmeasnrwire = ouars B

Vortherms Consulting, LLC ;
11735 W Daley Lane 3

Sun City, AZ 85373

ks
MEMO w2

Water Tank #3 N, ATHORIZED SIGMATN j

Granite Mountain Water Company

Vortherms Consulting, LLC

105.00 - Construction Work in Progress:1 Review WIFA Docs, Certify Documents, Prapere and

National Bank Water Tank #3

Granite Mountain Water Company

Vortherms Consulting, LLC

105.00 - Construction Work in Progress:1 Review WIFA Docs, Certify Documents, Prapere and

National Bank Water Tank #3

6182

11/18/2015
3,420.00

3,420.00

6182

1171872015
3,420.00

3,420.00




Granite Mountain Water Company, Inc.
Docket No. W-02467A-14-0230
Supplemental Direct Testimony of Ray L. Jones

Exhibit C
Supplemental Schedules




Granite Mountain Water Co., Inc. Schedule RU-1

Test Year Ended December 31, 2013 Supplemental
Computation of Increase in Gross Revenue Requirements Page 1

Line OCRB
No.

1 Adjusted Rate Base S 586,318

2

3 Adjusted Operating Income (2,740)
4

5 Current Rate of Return -0.47%

6

7 Required Rate of Return 8.03%

8

9 Required Operating Income $ 47,087
10

11  Operating Income Deficiency S 49,828
12

13 Gross Revenue Conversion Factor 1.2090
14

15  Increase in Gross Revenue S 60,243
16

17  Adjusted Test Year Revenue S 117,320
18

19 Proposed Annual Revenue S 177,563
20

21  Percent Increase in Gross Revenue 51.35%
22

23



Granite Mountain Water Co., Inc.
Test Year Ended December 31, 2013
Summary of Original Cost Rate Base Elements

Line

LDOO\Ian-waH'g

NN NNNRNRRIRIRIBRBRBBR B £ B
Vb W NERE O OOV A WNRERO

Original
Cost
Rate Base*

Gross Utility Plant in Service $ 1,118,519
Less: Accumulated Depreciation (533,361)
Net Utility Plant in Service 585,157
Less:

Advances in Aid of Construction 6,021
Contributions in Aid of Construction -
Accumulated Amortization of CIAC -
Contributions in Aid of Construction - Net -
Customer Security Deposits 750
Deferred Income Taxes -
Plus:

Working Capital 7,932
Net Regulatory Asset / (Liability) -
Rate Base ) 586,318

* including pro forma adjustments

Schedule RU-2
Supplemental
Page 1
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